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Dear Chair and Board Members:

Please be advised that we represent Modern Gaming East (‘Modern Gaming”), a
supplier of slot machines, with offices at
On behalf of Modern Gaming, we submit the following comments to the proposed
temporary regulations, Title 58. Recreation, Pennsylvania Gaming Control Board (the
“Board”) and the proposed regional supplier amendments.

Thank you for considering the comments of Modern Gaming to the proposed
temporary regulations and the draft proposal regarding regional suppliers.

Respectfully submitted,

FOX ROTHSCHILD LLP

Marie Jiacopello Jones

MJJ/db
cC: Jason deGrandmaison
Nicholas Casiello, Jr., Esquire
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
MODERN GAMING EAST

Chapter 401. Preliminary Provisions.

§ 401.4. Definitions.

. Institutional Investor. Page 14. The definition of an institutional investor

mirrors the provision of the Pennsylvania Gaming Act. However, the proposal does not
tie this definition into an exemption from any licensure requirement. We would suggest
utilizing a waiver requirement similar to that found in the New Jersey Casino Control
Commission (“NJCCC") regulations. Please see N.J.A.C. 19:51-1.14, attached hereto
and incorporated herein by reference.

° Key Employee Qualifier. Page 16. The definition includes individuals who

“hold a management or supervisory position or who control the operations of a
manufacturer or supplier and includes officers, directors, persons who directly or
“indirectly hold any beneficial interest in or ownership of the securities of a licensee, and
lenders (other than banks). This is a key provision regarding which individuals
associated with a manufacturer and supplier must be licensed and we think it is too
broad. We suggest that the Board limit the ownership interest to voting securities, thus
eliminating debt securities and options and warrants (see definition of “Securities” in
Pennsylvania Act). This would eliminate the need for filing for someone who does not
hold a current voting interest in the entity. We also suggest that the Board have the
authority to determine that someone listed in this definition does not have to be licensed
if the licensee demonstrates that the person does not have the ability to control the

licensee, similar to NJCCC regulations. Please see N.J.A.C. 19:51-1.14, attached

AC1 331136v1 05/10/05
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CASINO CONTROL COMMISSION

19:51-1.14

2. All correspondence concerning the realty, construc-
tion, maintenance, or business of a proposed or existing
casino hotel or related facility;

3. Copies of all promotional material and advertising;

4. A pérsonnel file on each employee of the licensee,
including sales representatives;

5. Financial records of all transactions concerning the
realty, construction, maintenance, or business of a pro-
posed or existing casino hotel or related facility.

(b) The records listed in (a) above shall be held for at
least five years.

Amended by R.1989 d.281, effective June 5, 1989.
See: 21 N.J.R. 705(a); 21 NJ.R. 1525(a).

Reduction of recordkeeping to transactions directly related to the
casino hotel or related facility. Requirement deleted for maintenance
of personnel file beyond five years and submission of files to Commis-

sion upon closing.

19:51-1.10 Causes for suspension, failure to renew or
revocation of a license

(a) Any of the following shall be cause for suspension,
refusal to renew or revocation of a casino service industry
license, although suspension, refusal to renew or revocation
may be made for sufficient cause other than those listed:

1. Violation of any provision of the Casino Control
Act or these rules and regulations; :

2. Conduct which would disqualify the applicant, or
any other person required to be qualified, if such person
were applying for original licensure;

3. Failure to comply with all applicable Federal, State
and local statutes, ordinances and regulations;

4. A material departure from any representation
made in the application for licensure.

19:51-1.11 Equal employment opportunity

The rules relating to equal employment opportunity and
affirmative action program requirements for casino service
industry enterprises are set forth in N.J.A.C. 19:53-1.3, 1.5,

1.6 and 1.7.

19:51-1.12 Fees

- The general rules relating to the fees for the issuance and
renewal of casino service industry and junket enterprise
licenses are set forth in N.J.A.C. 19:41-9.8. i

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Junket enterprise added.
Amended by R.1997 d.1, effective January 6, 1997.
See: 28 NJ.R. 4570(a), 29 NJ.R. 157(a).
Amended N.J.A.C. references and deleted reference to additional

rules.

519

19:51-1.13 -Exemption

(a) The general rules relating to exemption of persons or
fields of commerce from licensure as casino service indus-
tries are set forth in N.J.S.A. 5:12-92(c).

(b) The Commission may, upon the written request of
any person, oI upon its own initiative, exempt any person or
field of commerce, other than a junket enterprise, from the

- casino service industry licensure requirements of sections

92¢ and d of the Act, pursuant to the standards contained in
NJS.A. 5:12-92(c).

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Exemption not allowed for junket enterprise.

19:51-1.14 Persons required to be qualified

(a) Except -as otherwise provided in (b) below and
NJ.AC. 19:51-1.14B, no casino: service industry license
shall be issued or renewed unless the individual qualifica-
tions of each of the following persons shall have first been
established in accordance with all provisions, including those
cited, of the Act and the rules of the Commission. The
Commission shall apply the following provisions to both
corporate and-non-corporate applicants or licensees or, if
that is not possible, the Commission will in its discretion
apply comparable standards to non-corporate applicants and
licensees.

1. In the case of casino service industry licenses issued
in accordance with subsections 92a and b of the Act:
i. The applicant or licensee; ,
i
ii. If the applicant or licensee is, or if it is to
become a subsidiary, each holding company and each
intermediary company;

iii. Each natural person who directly or indirectly
holds any beneficial or ownership interest of five per-
cent or more of the applicant or licensee;

iv. Each person who directly or indirectly holds any
beneficial or ownership interest of five percent or more
of a holding company or intermediary company of the
applicant or licensee;

v. Each director of the applicant or licensee or of a
holding or intermediary company- thereof;

vi. Each officer of the applicant or licensee or of a-
holding or intermediary company thereof;

vii. The management employee supervising the re-
gional or local office which employs the sales represen-
tative who will solicit business or deal directly with a
casino licensee;

viii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation
of business from casino licensees.

GMS-21.3
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19:51-1.14

OTHER AGENCIES

2. In the case of casino service industry or junket
enterprise licenses issued in accordance with subsectlons
92c¢ and d or section 102 of the Act:

i. The applicant or licensee;

ii. Each natural person who directly holds any bene-
ficial or ownership interest of five percent or more or
“who indirectly holds any beneficial or ownership inter-
est of 10 percent or more of the applicant or licensee;

iii. Each holding company that directly holds any
beneficial or ownership interest of five percent or more
of the applicant or licensee.

iv. Each inside director of the applicant or licensee;
v. Each officer of the applicant or licensee;

vi. The management employee supervising the . re-
gional or local office which employs the sales represen-
tative or junket representative soliciting business or
“dealing directly with a casino licensee;

vii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation-
of business from casino licensees and each junket rep-
resentative who will deal directly with casino licensées

or theu‘ employees.

(b) Notwithstanding (a) above, any of the following per-
sons may request in writing that the Commission waive their

~ .- obligation to qualify as part of a casino service industry

license issuance or renewal by making the approprlate show-
ing required in (b)1 through 4 below:

1. If thc person is required to qualify as an officer, the
person shall be required to demonstrate that he or she is
not significantly involved in and has no authority over the
conduct of business with a casino licensee. Such request
shall include, at a minimum, the following:

i. A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or with any
affiliate thereof;

- ii. The terms of his or her compensation; and

iii. A certification by the officer or, if the applicant
or licensee is governed by N.J.S.A. 5:12-92¢ and d, by
counsel for the applicant or licensee, stating that the
officer is not significantly involved in and has no au-
thority over the conduct of business with any casino
licensee or applicant. :

2. If the person is required to qualify as an outside

i. A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or w1th any
affiliate thereof;

ii. The terms of his or her compensation;

iii. Any board committee memberships, including a
description of the functions and responsibilities of any
- such committee;

iv. His or her ownership interest; and

, - A certification by the director stating that the
dlrector is not significantly involved in the management
or ownership of the applicant or licensee.

3. If the person is required to qualify as an owner of
the applicant or licensee or a holding or intermediary
company thereof and requests a waiver as an institutional
investor, the person shall be required to demonstrate
compliance with the standards for institutional investor
status set forth in NJS.A. 5:12-27.1 as well as the
standards for waiver set forth in N.J.S.A. 5:12-85f, as
applied to the casino service industry applicant or licen-
see, regardless of whether such applicant or licensee is
publicly traded or privately held. Such request shall in-
clude, at a minimum, the following:

1. The number of shares held and percent of owner-
ship; '

ii. A copy of the most recent notice filed with the
Securities and Exchange Commission;

iii. A list of ‘any direct or indirect owners;

Iv. An explanation as to why such investor should
be considered an institutional - investor pursuant to
N.J.S.A. 5:12-27.1; and

v. A certification by the investor stating that the
investor has no present involvement in, and no inten-
tion of influencing the business activities of, the appli-
cant or licensee or any holding or intermediary compa-
ny thereof and will give the Commission 30 days notice
if the investor determines to become involved in or
influence such activities in the future.

4. If the person is required to qualify as an owner of
the applicant or licensee or of a holding or intermediary
company of the applicant or licensee, the person shall be
required to demonstrate their inability to control such
applicant, licensee or holding or intermediary company.
For a publicly traded corporation, any person who owns
or beneficially holds five percent or more of the equity
securities of such corporation shall be presumed to have
the ability to control such corporation, unless such pre-
sumption is rebutted by clear and convincing evidence.

(c) Notwithstanding (a) and (b) above, the Commission

director of a holding company of an applicant or licensee may require a casino service industry applicant or licensee
governed by N.J.S.A. 5:12-92a, the person shall be re-  to establish the qualifications of any person if the Commis-
quired to demonstrate that he or she is not significantly  sion determines that the qualification of such person would
involved in the management or ownership of the applicant further the policies of the Act. In making such determina-
or licensee. Such request shall include, at a minimum, the tion, the Commission shall consider, without limitation, the

following: following:

Supp. 3-18-02 | 51-10
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CASINO CONTROL COMMISSION

19:51-1.14A

1. Title, duties and responsibilities;
2. Terms of compensation;

3. Ownership interest;

4. Prior status as a qualifier;

5. Ability to appoint a member of the board of di-
rectors; '

6. Commonality of interest with other owners of the
applicant or licensee, or holding or intermediary company
thereof;

7. Business relationship with the applicant or licensee;
8. Criminal conduct or associations; and

9. The recommendations of the Division.

(d) In addition to the persons required to qualify pursu-
ant to (a) above, each applicant for a junket enterprise
license may be requxred upon directive from the Commis-
sion, to establish the qualifications of any junket representa-
tive employed by that junket enterprise, regardless of wheth-
er such junket representative deals directly with a casino
licensee.

“1. The Division may request the Commission to re-
quire a junket representative employed by a junket enter-
prise licensee or applicant to establish his or her qualifica-
tions at any time.

2. Any junket enterprise required to establish the
qualifications of a junket representative pursuant to this
subsection may be required, subject to the provisions of
N.J.A.C. 19:41-8.6, to pursue a determination as to the
qualifications of the junket representative regardless of
whether the employment relationship with the junket
representative has been terminated.

3. Any person required to establish his or her qualifi-
cations as a junket representative pursuant to this subsec-
tion may be required to pursue a determination as to his

‘or her qualifications as a junket representative regardless
of whether the employment relationship with the junket
enterprise has been terminated.

R.1979 d.376, effective September 26, 1979.

See: 11 N.JLR. 265(a), 11 N.J.R. 599(b).
Amended by R.1989 d.281, effective June 5, 1989.
See: 21 NLJ.R. 705(a), 21 N.J.R. 1525(a).

Technical changes.

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 NLJ.R. 2695(b), 24 N.J.R. 3738(a).

Junket enterprise added; open to review at any time.
Amended by R.1993 d.37, effective January 19, 1993.
See: 24 N.J.R. 3695(a), 25 NJ R. 348(b).

Stylistic changes.

Amended by R.1997 d.1, effective January 6, 1997
See: 28 N.J.R. 4570(a), 29 NJ.R. 157(a).

Amended section name.

Amended by R.1998 d.475, effective September 21, 1998.
See: 30 N.J.R. 2370(b), 30 N.J.R. 3515(a).

Rewrote (a); and added new (b) and (c).

Amended by R.2001 d.94, effective March 19, 2001.
See: 32 N.I.R. 3757(a), 33 NJ.R. 1019(b).

51-11

Rewrote section.
Amended by R.2001 d.359, effective October 1, 2001.
See: 33 N.J.R. 2258(a), 33 N.J.R. 3454(b).

In (a)2iv, inserted “mstde” preceding “director”; rewrote (b)2 ‘and
(b)2v.
Amended by R. 2002 d. 78, effective March 18, 2002.
See: 33 N.J.R. 3723(a), 34 N.J.R. 1273(b).

In (a), substituted “Except as otherwise provided in (b) below and
N.J.A.C. 19:51-1.14B, no” for “No” at the beginning of the introducto-

ry paragraph.

19:51-1.14A  Notification of changes in qualifiers of
gaming-related casino service industry
licensees or applicants and holding
companies

(a) Each casino service industry licensee or applicant

required to be licensed in accordance with N.J.S.A. 5:12-92a

and N.J.A.C. 19:51-1.2 shall notify the Commission and the

Division, in writing, within five business days, of the follow-

ing:

1. The appointment, nomination, election, resignation,
termination, incapacitation or death of any natural person
required to qualify pursuant to N.J.A.C. 19:51-1.14(a)1 or
(©);

2. The identity of any person required to be qualified
pursuant to N.J.A.C. 19:51-1.14(a)liii or iv on the basis of
a newly acquired ownership interest; or

3. The identity of any person whose obligation to

qualify was waived pursuant to N.J.A.C. 19:51-1.14(b)3 or

-4 if that person subsequently attains an ownership interest
that is:

i. Atleast five percent greater than the interest held
at the time the most recent waiver was granted; and

ii. At least 10 percent or more of the applicant,
licensee or holding or intermediary company thereof.

(b) For each new qualifier identified pursuant to (a)l or
2 above, the following forms, as applicable, shall be filed
with the Commission within 30 days of the mailing of the
required notice; provided, however, that the Commission
may, upon written request from the licensee or applicant
and for good cause shown, grant an additional 30 days
within which to file the required forms:

1. A complete application for qualification as set forth
in N.J.A.C. 19:41-7.1A for each new natural person quali-
fier, except that an outside director of a holding or
intermediary company shall be permitted to file a Person-
al History Disclosure Form—2A (PHD-2A) as set forth
in N.J.AC. 19:41-5.4; or

2. A complete Business Entity Disclosure Form-Gam-
ing (BED-Gaming) as set forth in N.J.A.C. 19:41-5.15 for
each new entity qualifier.

(c) For each person identified pursuant to (a)3 above, a
new petition for a waiver of qualification pursuant to
N.J.A.C. 19:51-1.14(b)3 or 4 shall be filed with the Commis-
sion within 30 days of the mailing of the required notice.

GMS-21.5
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
MODERN GAMING EAST

hereto and incorporated herein by reference. Many large entities have numerous
divisions and officers that would not have any involvement in the gaming business of

the company. A provision similar to New Jersey would permit the Board discretion in

who has to file.

AC1 331136v1 05/10/05
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
MODERN GAMING EAST

Chapter 407. Public Access to Board Records.

. 407.1. Case Files. Pages 25— 26. This provision provides that the Board

shall place records into confidential and non-confidential files and that the Board will
determine if confidential information can be released to someone requesting same. The
Board should provide notice and the opportunity to be heard to the person who filed the

confidential information before confidential information is released.

AC1 331136v1 05/10/05
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
MODERN GAMING EAST

Chapter 431. Supplier Licenses.

431.2. Supplier licensing standards and application.

o An exception from the qualification of institutional investors should be
added to this section. Also, we would recommend adding waiver provisions for certain
- officers and directors similar to the NJCCC regulatory provisions. Please see N.J.A.C.
19:51-1.14 attached hereto and incorporated herein by reference.

. (@)(3). Page 45. This section requires a plan of the diversity goals in
ownership, participation and operaton of licensed entities (includes
manufacturer/supplier licenses.). A plan of diversity goals in ownership is not possible
in some situations. For example, a publicly traded company cannot place such
restrictions and goals on its ownership and such goals and restrictions would be illegal
under securities law. Further, the New Jersey Casino Control Act and regulations
promulgated the‘reunder had requirements for diversity plans and goals. The United
States District Court for the District of New Jersey found that the regulations of the
NJCCC governing diversity goals and plans violated the Equal Protection Clause of the
Fourteenth Amendment to the United States Constitution and permanently enjoined the

NJCCC from enforcing a licensee’s Equal Employment and Business Opportunity Plan.

Rudolph v. Adamar of New Jersey, Inc., et al., 2001 WL 1335031 (D.NJ. 2001).
In addition, a supplier with a small market share may have very few employees

and a diversity plan may not be feasible.

AC1 331136v1 05/10/05 GMS-21.8



CASINO CONTROL COMMISSION

- 19:51-1.14

2. All correspondence concerning the realty, construc-
tion, maintenance, or business of a proposed or existing
casino hotel or related facility; :

3. Copies of all promotional material and advertising;

4. A personnel file on each employee of the licensee,
including sales representatives;

5. Financial records of all transactions concerning the
realty, construction, maintenance, or business of a pro-
posed or existing casino hotel or related facility.

(b) The records listed in (a) above shall be held for at
least five years.

Amended by R.1989 d.281, effective June 5, 1989.
See: 21 NJ.R. 705(a), 21 N.J.R. 1525(a).

Reduction of recordkeeping to transactions directly related to the
casino hotel or related facility. Requirement deleted for maintenance
of personnel file beyond five years and submission of ﬁles to Commis-

sion upon closing.

19:51-1.10 Causes for suspension, failure to renew or
revocation of a license

(a) Any of the following shall be cause for suspension,
refusal to renew or revocation of a casino service industry
license, although suspension, refusal to renew or revocation
may be made for sufficient cause other than those listed:

1. Violation of any provision of the Casino Control
Act or these rules and regulations; :

2. Conduct which would disqualify the applicant, or
any other person required to be qualified, if such person
were applying for original licensure;

3. Failure to comply with all applicable Federal, State
and local statutes, ordinances and regulations;

4. A material departure from any representation
made in the application for licensure. -

19:51-1.11 Equal employment opportunity

The rules relating to equal employment opportunity and
affirmative action program requirements for casino service
industry enterprises are set forth in N.J A.C. 19:53-1.3, 1.5,

1.6 and 1.7.

19:51-1.12 Fees

The general rules relating to the fees for the issuance and
renewal of casino service industry and junket ¢nterpr|se
licenses are set forth in N.J.A.C. 19:41-9.8. i

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 NJ.R. 2695(b), 24 N.J.R. 3738(a).
Junket enterprise added.
Amended by R.1997 d.1, effective January 6, 1997.
See: 28 N.J.R. 4570(a), 29 NJ.R. 157(a).
Amended N.J.A.C. references and deleted reference to addmonal

rules.
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19:51-1.13 - Exemption

(a). The general rules relating to exemption of pérsons or
fields of commerce from licensure as casino service indus-
tries are set forth in N.J.S.A. 5:12-92(c).

(b) The Commission may, upon the written request of
any person, or upon its own initiative, exempt any person or
field of commerce, other than a junket enterprise, from the
casino service industry licensure requirements of sections
92c and d of the Act, pursuant to the standards contained in
N.J.S.A. 5:12-92(c).

Amended by R.1992 d.412, effective October 19,.1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Exemption not allowed for junket enterprise.

19:51-1.14. Persons required to be quéliﬁéd

(a) Except 'as otherwise provided in (b) below and
N.J.A.C. 19:51-1.14B, no casino service industry ‘license
shall be issued or renewed unless the individual qualifica-
tions of each of the following persons shall have first been
established in-accordance with all provisions, including those
cited, of the Act and the rules of the Commission. The
Commission shall apply the following provisions to both
corporate and non-corporate applicants or licensees or, if
that is not possible, the Commission will in its discretion
apply comparable standards to non-corporate applicants and
licensees.

1. In the case of casino service industry licenses issued
in ‘accordance with subsections 92a and b of the Act:

i. The applicant or licensee; :
w

ii. If the applicant or licensee is,:or if it is to
-‘become a subsidiary, each holding company and each

mtermednary company;

iii. Each natural person who directly or indirectly
holds any beneficial or ownership interest of five per-
cent or more of the applicant or licensee;

iv. Each person who directly or indirectly holds any
beneficial or ownership interest of five percent or more
of a holding company or intermediary company of the
applicant or licensee;

v. Each director of the applicant or licensee or of a
holding or intermediary company thereof;

- vi. Each officer of the applicant or licensee or of a
holding or intermediary company thereof;

vii. The management employee supervising the re-
gional or local office which employs the sales represen-
tative who will solicit business or deal directly with a
casino licensee;

viii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation
of business from casino licensees.

GMS-21.9 Supp. 3-18-02
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OTHER AGENCIES

2. In the case of casino service industry or junket
enterprise licenses issued in accordance with subsections
92c and d or section 102 of the Act:

i. The applicant or licensee; »

ii. Each natural person who directly holds any bene-
ficial or ownership interest of five percent or more or
“who indirectly holds any beneficial or ownership inter-
-est of 10 percent or more of the applicant or licensee;

iii. Each holding company that directly holds any
beneficial or ownership interest of five percent or more
of the applicant or licensee.

_iv. Each inside director of the applicant or licensee;
v. Each officer of the applicant or licensee;

vi. The management employee supervising the.re-
gional or local office which employs the sales represen-
tative or junket representative soliciting business or
dealing directly with a casino licensee;

vii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation
of business from casino licensees and each junket rep-
resentative who will deal directly with casino licensees
or their employees.

) Notwithstanding (a) above, any of the following per-
sons may request in writing that the Commission waive their

~ .- obligation to qualify as part of a casino service industry

license issuance or renewal by making the appropriate show-.
ing requxred in (b)1 through 4 below:

1.- If the person is required to qualify as an officer, the
person shall be required to demonstrate that he or she is
not significantly involved in and has no authority over the
conduct of business with a casino licensee. Such request

~ shall include, at a minimum, the following:

i. A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or with any
affiliate thereof;

ii. The terms of his or her compensation; and

iii. A certification by the officer or, if the applicant
or licensee is governed by N.J.S.A. 5:12-92¢ and d, by
counsel for the applicant or licensee, stating that the
officer is not significantly involved in and has no au-
thority over the conduct of business with any casino
licensee or applicant. :

2. If the person is required to qualify as an outside

i. A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or w1th any
affiliate thereof; :

ii. The te_rms of his or her compensation;

iii. Any board committee memberships, including a
description of the functions and responsibilities of any
such comnuttee

iv. Hxs or her ownership mterest and

_ - A certification by the director stating that the
dlrector is not significantly involved in the management
or ownershlp of the applicant or licensee. .

‘3. .If the person is required to qualify as an owner of
the applicant or licensee or ‘a holdmg or intermediary
company thereof and requests a waiver as an institutional
investor, the person shall be required to demonstrate
compliance with the standards for institutional investor
status set forth in N.J.S.A. 5:12-27.1 as well as the
standards for waiver set forth in N.J.S.A. 5:12-85f, as
applied to the casino service industry applicant or licen-
see, regardless of whether such applicant or licensee is
publicly traded or privately held. Such request shall in-
clude, at a minimum, the following:

1. The number of shares held and percent of owner-
ship;

ii. A copy of the most recent notice filed with the
Securities and Exchange Commission;

iii. A list of any direct or indirect owners;

iv. An explanation as to why such investor should
be considered an institutional investor pursuant to
N.J.S.A. 5:12-27.1; and

v. A certification by the investor stating that the
investor has no present involvement in, and no inten-
tion of influencing the business activities of, the appli-.
cant or licensee or any holding or intermediary compa-
ny thereof and will give the Commission 30 days notice
if the investor determines to become' involved in or
influence such activities in the future.’

4. If the person is required to qualify as an owner of
the applicant or licensee or of a holding or intermediary
company of the applicant or licensee, the person shall be
required to demonstrate their inability to control such
applicant, licensee or holding or intermediary company.
For a publicly traded corporation, any person who owns
or beneficially holds five percent or more of the equity
securities of such corporation shall be presumed to have
the ability to control such corporation, unless such pre-
sumption is rebutted by clear and convincing evidence.

(¢) Notwithstanding (a) and (b) above, the Commission

director of a holding company of an applicant or licensee ~ may require a casino service industry applicant or licensee
governed by N.J.S.A. 5:12-92a, the person shall be re-  to establish the qualifications of any person if the Commis-
quired to demonstrate that he or she is not significantly sion determines that the qualification of such person would
involved in the management or ownership of the applicant further the policies of the Act. In making such determina-
or licensee. Such request shall include, at a minimum, the tion, the Commission shall consider, without limitation, the

following:

Supp. 3-18-02 | 51-10

following:
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19:51-1.14A

1. Title, duties and responsibilities;
2. Terms of compensation;

3. Ownership interest;

4. Prior status as a qualifier;

5. Ability to appoint a member of the board of di-
rectors; ,

6. Commonality of interest with other owners of the
applicant or licensee, or holding or intermediary company
thereof;

7. Business relationship with the applicant or licensee;

8. Criminal conduct or associations; and

9. The recommendations of the Division.

(d) In addition to the persons required to qualify pursu-
ant to (a) above, each appllcant for a junket enterprise
license may be requlred upon directive from the Commis-
sion, to establish the qualifications of any junket representa-
tive employed by that junket enterprise, regardless of wheth-
er such junket representative deals directly with a casino
. licensee.

1. The Division may request the Commission to re-
quire a junket representative employed by a junket enter-
prise licensee or applicant to establlsh his or her qualifica-
tions at any time.

2. Any junket enterprise required to establish the
qualifications of a junket representative pursuant to this
‘subsection may be required, subject to the:provisions of
N.J.A.C. 19:41-8.6, to pursue a determination as to the
qualifications of the junket representative regardless of
whether the employment relationship with the junket
representative has been terminated.

3. Any person required to establish his or her qualifi-
cations as a junket representative pursuant to this subsec-
tion may be required to pursue a determination as to his

“or her qualifications as a junket representative regardless
of whether the employment relationship with the junket
enterprise has been terminated.

R.1979 d.376, effective September 26, 1979.

See: 11 N.J.R. 265(a), 11 N.J.R. 599(b).
Amended by R.1989 d.281, effective June 5, 1989.
See: 21 N.J.R. 705(a), 21 N.J.R. 1525(a).

Technical changes.

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).

Junket enterprise added; open to review at any time.
Amended by R.1993 d.37, effective January 19, 1993.
See: 24 N.J.R. 3695(a), 25 N.J.R. 348(b).

Stylistic changes.

Amended by R.1997 d.1, effectlve January 6, 1997.
See: 28 N.J.R. 4570(a), 29 N.J.R. 157(a).

Amended section name.

Amended by R.1998 d.475, effective September 21, 1998,
See: 30 N.J.R. 2370(b), 30 N.J.R. 3515(a).

Rewrote (a); and added new (b) and (c). .
Amended by R.2001 d.94, effective March 19, 2001.
See: 32 NL.J.R. 3757(a), 33 N.J.R. 1019(b).

51-11

Rewrote section.
Amended by R.2001 d.359, effectlve October 1, 2001.
See: 33 N.J.R. 2258(a), 33 N.J.R. 3454(b).

In (a)2|v. inserted “msnde” preceding “director”; rewrote (b)2 ‘and
(b)2v.
Amended by R.2002 d.78, effectwe March 18, 2002.
See: 33 N.J.R. 3723(a), 34 N.I.R. 1273(b).

In (a), substituted “Exoept as otherwise provided in (b) below and
NJ.A.C. 19:51-1.14B, no” for “No” at the beginning of the introducto-

1y paragraph.

19:51-1.14A Notification of changes in qualifiers of
gaming-related casino service industry
licensees or applicants and holding
companies

(a) Each casino service industry licensee or apphcant

required to be licensed in accordance with N.J.S.A. 5:12-92a

and N.J.A.C. 19:51-1.2 shall notify the Commission and the

Division, in writing, within five business days, of the follow-

ing: )

1. The appointment, nomination, election, resignation,
termination, incapacitation or death of any natural person
required to qualify pursuant to N.J.A.C. 19:51-1.14(a)1 or
(c); _

2. The identity of any person required to be qualified
pursuant to N.J.A.C. 19:51-1.14(a)1iii or iv on the basis of
a newly acquired ownership interest; or

3. The identity of any person whose obligation to
qualify was waived pursuant to N.J.A.C. 19:51-1.14(b)3 or
4 if that person subsequently attains an ownership interest
that is:

i. At least five percent greater than the interest held
at the time the most recent waiver was granted; and

ii. At least 10 percent or more of the applicant,
licensee or holding or intermediary company thereof.

(b) For each new qualifier identified pursuant to (a)l or
2 above, the following forms, as applicable, shall be filed
with the Commission within 30 days of the mailing of the -
required notice; provided, however, that the Commission
may, upon written request from the licensee or applicant
and for good cause shown, grant an additional 30 days

~ within which to file the required forms:

1. A complete application for quallflcatlon as set forth
in N.J.A.C. 19:41-7.1A for each new natural person quali-
fier, except that an outside director of a holding or
intermediary company shall be permitted to file a Person-
al History Disclosure Form—2A (PHD-2A) as set forth
in N.J AC. 19:41-5.4; or

2. A complete Business Entity Disclosure Form-Gam-
ing (BED-Gaming) as set forth in N.J.A.C. 19:41-5.15 for
each new entity qualifier.

(c) For each person identified pursuant to (a)3 above, a
new petition for-a waiver of qualification pursuant to
N.J.A.C. 19:51-1.14(b)3 or 4 shall be filed with the Commis-
sion within 30 days of the mailing of the required notice.

GMs-21.11 Supp. 9-16-02



COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
MODERN GAMING EAST

. (a)(4)(i) and (ii). Pages 45 —46. This section requires that key employee
qualifiers must file multi-jurisdictional personal history disclosure forms and pay a non-
refundable deposit of $5,000 and additional charges based on actual expenses incurred
by the Board, in addition to the manufacturer's license application fee of $50,000. We
believe the $5,000 deposit is excessive and unnecessary. The Board pursuant to the
Act must require a non-refundable deposit, but as the applicant must pay the cost of
investigation, a lower deposit is appropriate.

. (a)(7). Pages 46-47. This provision provides that a supplier may not hold
a direct or indirect ownership interest in a manufacturer or slot machine licensee. A
supplier may have an ownership interest in a manufacturer by the holding of stock in a
publicly traded entity. We would recommend that this provision indicate that a supplier
cannot own a controlling interest in a manufacturer.

. (b)(4)(ii)) and (iii). Page 48. This section requires that the applicant
provide a tax clearance certificates from Department of Revenue and Unemployment
Compensation Department. This requirement is unnecessary and will delay the filing of
the applications. Many applicants are not required to pay taxes in Pennsylvania or do
not have employees within the Commonwealth. Further, these certificates can take up
to six months to obtain from the departments. The Board during the investigation would
have the ability to obtain this information, if necessary.

. (d). Page 48. This section provides that neither the applicant, nor a

person directly related, may be a party in an ongoing civil proceeding to overturn or

GMs-21.12
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
MODERN GAMING EAST

otherwise challenge a decision or order of the Board or Commissions pertaining to
approval, denial or conditioning of license to conduct thoroughbred pari-mutual
wagering or operate slot machines. Basically, this eliminates the right to appeal
contained in section 12 of the Pennsylvania Gaming Act, and therefore, is beyond the

powers authorized by the Act and likely unconstitutional.

431.3. Supplier requirements and prohibitions.

° (b). Page 49. May only employ technicians who have been approved by
a licensed manufacturer. Pursuant to the PA Gaming Act, the supplier's are to be
independent of the manufacturer's and should be responsible for the hiring of its own
technicians. This provision contradicts the mandate for independence of the suppliers.

. (e). Page 50. Upon request, a supplier must submit the agreement with a
licensed manufacturer or gaming entity and a detailed business plan. The Board’s
review may include review of the business experience of the supplier and financial
independence. This provision is more acceptable than the provision in the proposed
regional supplier regulations. This allows for the manufacturers and suppliers to
determine the agreement that best fits their business situation and still permits the

Board to review same to ensure that the Board has no issue with the agreement.

GMS-21.13
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
MODERN GAMING EAST

Chapter 435. Employees.

435.2. Key Employee Qualifier License.

. (b). Page 55. This section lists the contents of the application form and
includes items contained in the multi-jurisdictional form. However, § 431.241 states that
the individual must file the multi-jurisdictional form. This section should be clarified to
indicate if the information in § 435.2 is for a supplemental form or is part of the multi-
jurisdictional form.

° (b) (14). Page 56. Requires a photograph from the Commonwealth Photo
Imaging Network. We are unclear as to why it is necessary for this to be from the
Commonwealth Photo Imaging Network. Many of the individuals who will file on behalf
of manufacturers and suppliers as key employee qualifiers reside outside the
Commonwealth of Pennsylvania, if not out of the country. If the Board would like to

have electronic access to the photographs, that could be provided via a digital

photograph.

435.3. Key Employee License.

o (a). Page 58. Includes manufacturer and supplier employees. This
provision includes an individual employed by a manufacturer or a supplier as a key
employee as defined by the Pennsylvania Act. The definition of a key employee in the
Act is an individual who is employed as a director or departmental head and is

empowered to make discretionary decisions to regulate machine operations. This is

ACI1 331136v1 05/10/05 GMS-21.14
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ON BEHALF OF
MODERN GAMING EAST

directed to the slot operators and not to the manufacturers and suppliers. Individuals
who have the capacity to make decisions at the manufacturer/supplier level would be
key employee qualifiers. It is unclear as to who else, if any one, this would include from
the manufacturers or suppliers and anyone that should qualify in connection with a
manufacturer’s or supplier’s license would file as a key employee qualifier.

) (c). Pages 59 — 60. The Board may require letters of reference from law
enforcement agencies. This requirement exists in other gaming jurisdictions, but is not
followed because most law enforcement agencies will not provide a reference. As this

is difficult or impossible to obtain, this provision should be eliminated.

GMs-21.15
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
MODERN GAMING EAST

Chapter 471. Filings Fees.

471.3. Schedule of Fees for Manufacturers and Suppliers.

° (a)(1). Page 67. Manufacturers and suppliers initial application fee is
$2,500, plus the $5,000 non-refundable key employee. The license issuance fee is
$50,000 for the manufacturer and $25,000 for the supplier. The annual renewals are
$25,00 and $10,000 respectively, except for the non-refundable deposit for the key

employee qualifiers, these are the fees set forth in the statute. See comments Section

431.2(a)(4)(i) and (ii).

GMs-21.16
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
MODERN GAMING EAST

Chapter 481. Minority and Women Owned Businesses.

481.2. Definitions.

. Participation Plan. Pages 69 — 70. This section defines participation plan

as a plan developed by a licensed entity, including manufacturers and suppliers, that
requires the utilization of a minority or women owned business enterprise for a specific

minimum percentage of the value of the contract. See comments to section 431.2(a)(3).

481.4. Establishment of diversity plan required.

o Pages 70 — 71. This section requires that all licensed entities or

applicants establish a diversity plan. See comments to section 431.2(a)(3).

481.5. Report of Participation.

. Pages 71 — 73. Each licensee must file a report with the Board during its

renewal concerning the performance of its diversity plan. See comments to section

431.2(a)(3).

AC1 331136v1 05/10/05 GMS-21.17
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Proposed Regional Supplier Amendments

Addition to § 431.3(e)(1). Pages 1 - 2. Supplier Licensing Standards. Under (h),

the Board could establish five supplier regions. Under (i), each region would have to
have at least five suppliers, but nho more than ten. Under (k), a supplier could only
operate within its region. The requirement of regional suppliers does not benefit the
Commonwealth of Pennsylvania, nor the slot machine operators, manufacturers or
suppliers. By permitting a supplier to sell for a manufacturer throughout the
Commonwealth, it provides the supplier with the ability to grow a significant business in
Pennsylvania and utilize more resources within the Commonwealth. By having multiple
suppliers, there would be smaller entities that would not have the necessary expertise
regarding the equipment, nor, as they would by smaller businesses, the necessity to
utilize other services within the Commonwealth. Further, the license application fee for
a supplier who will only be able to sell only in a certain region would be cost prohibitive,
and there may not be sufficient suppliers per region.

By limiting the number of licenses per region, there is a restraint of free trade. If
a supplier enters into an agreement with a manufacturer and meets the licensing
standard, they should not be prohibited from supplying machines to the operators.

Addition § 431.3(m)(i). Page 2. Requires that agreements entered into prior to

Board approval of the manufacturer and supplier not be recognized by the Board. This

provision has no benefit. If the Board has the ability to approve the agreements, it can

AC1 331136v1 05/10/05
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review agreements that were entered prior to and in anticipation of the issuance of
licenses. If the Board deems revisions necessary, it can make the appropriate ruling.

Addition § 431.3(m)(ii). Page 3. This provision provides that the agreement

between a supplier and a manufacturer shall not extend the one year license term. This
provision has no benefit to the Commonwealth or the suppliers and/or manufacturers.
By requiring only a one year agreement, it does not permit the manufacturer and
supplier to develop a long term relationship and for the supplier to understand the
manufacturers product.  Agreements for distribution in Pennsylvania should be
permitted for as long as the parties deem appropriate, and would be invalidate if the

supplier or manufacturer was not licensed by the Board.

AC1 331136v1 05/10/05 GMS-21.19



FOX « ROTHSCHILD..

ATTORNEYS AT LAW

PGCB GMS-22 .
DANIEL S. OJSERKIS g w0 o] , V E D

OFFICE MANAGING PARTNER
MAY 16 2005

Marie Jiacopello Jones

File No. 44735-00014

May 11, 2005
Pennsylvania Gaming Control Board
P.O. Box 69060
Harrisburg, PA 17106-9060
Attn: Public Comment

Re: Konami Gaming, Inc. - Comments to Proposed Regulations
Dear Chair and Board Members:
Please be advised that we represent Konami Gaming, Inc. (‘Konami”), a
manufacturer of slot machines, with offices at
On behalf of Konami, we submit the following comments to the
proposed temporary regulations, Title 58. Recreation, Pennsylvania Gaming Control
Board (the “Board”) and the proposed regional supplier amendments.
Thank you for considering the comments of Konami to the proposed temporary
regulations and the draft proposal regarding regional suppliers.
Respectfully submitted,
FOX ROTHSCHILD LLP

Marie Jiacopello Jones

MJJ/db

Enc.

cc:  Thomas A. Jingoli, Director of Compliance
Nicholas Casiello, Jr., Esquire

GMSs22.1
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
KONAMI GAMING, INC.

Chapter 401. Preliminary Provisions.

§ 401.4. Definitions.

. Institutional Investor. Page 14. The definition of an institutional investor

mirrors the provision of the Pennsylvania Gaming Act. However, the proposal does not
tie this definition into an exemption from any licensure requirement. We would suggest
utilizing a waiver requirement similar to that found in the New Jersey Casino Control
Commission (“NJCCC") regulations. Please see N.J.A.C. 19:51-1.14, attached hereto
and incorporated herein by referénce. |

. Key Employee Qualifier. Page 16. The definition includes individuals who

hold a management or supervisory position or who control the operations of a
manufacturer or supplier and includes officers, directors, persons who directly or
indirectly hold any beneficial interest in or ownership of the securities of a licensee, and
lenders (other than banks). This is a key provision regarding which individuals
associated with a manufacturer and supplier must be licensed and we think it is too
broad. We suggest that the Board limit the ownership interest to voting securities, thus
eliminating debt securities and options and warrants (see definition of “Securities” in
Pennsylvania Act). This would eliminate the need for filing for someone who does not
hold a current voting interest in the entity. We also suggest that the Board have the
‘authority to determine that someone listed in this definition does not have to be licensed
if the licensee demonstrates that the person does not have the ability to control the

licensee, similar to NJCCC regulations. Please see N.J.A.C. 19:51-1.14, attached

AC1 331149v1 05/10/05 GMS22.2



CASINO CONTROL COMMISSION

19:51-1.14

2. All correspondence concerning the realty, construc-
tion, maintenance, or business of a proposed or existing
casino hotel or related facility;

3. Copies of all promotional material and advertising;

4. A personnel file on each employee of the licensee,
including sales representatives;

5. Financial records of all transactions concerning the
realty, construction, maintenance, or business of a pro-
posed or existing casino hotel or related facility.

(b) The records listed in (a) above shall be held for at
least five years.

Amended by R.1989 d.281, effective June 5, 1989.
See: 21 NJ.R. 705(a), 21 N.J.R. 1525(a).

Reduction of recordkeeping to transactions directly related to the
casino hotel or related facility. Requirement deleted for maintenance
of personnel file beyond five years and submission of files to Commis-

sion upon closing.

19:51-1.10 Causes for suspension, failure to renew or
revocation of a license

(a) Any of the following shall be cause for suspension,
refusal to renew or revocation of a casino service industry
license, although suspension, refusal to renew or revocation
may be made for sufficient cause other than those listed:

1. Violation of any provision of the Casino Control
Act or these rules and regulations;

2. Conduct which would disqualify the applicant, or
any other person required to be qualified, if such person
were applying for original licensure;

3. Failure to comply with all applicable Federal, State
and local statutes, ordinances and regulations;

4. A material departure from any representation
made in the application for licensure.

19:51-1.11 Equal employment opportunity

The rules relating to equal employment opportunity and
affirmative action program requirements for casino service
industry enterprises are set forth in N.J.A.C. 19:53-1.3, 1.5,

1.6 and 1.7.

19:51-1.12 Fees

The general rules relating to the fees for the issuance and
renewal of casino service industry and junket enterprise
licenses are set forth in N.J.A.C. 19:41-9.8. i

Amended by R.1992 d.412, effective October 19, 1992.

See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Junket enterprise added.

Amended by R.1997 d.1, effective January 6, 1997.

See: 28 N.J.R. 4570(a), 29 N.J.R. 157(a). )
Amended N.J.A.C. references and deleted reference to additional

rules.

19:51-1.13 Exemption

(a) The general rules relating to exemption of persons or
fields of commerce from licensure as casino service indus-
tries are set forth in N.J.S.A. 5:12-92(c).

(b) The Commission may, upon the written request of
any person, Or upon its own initiative, exempt any person or
field of commerce, other than a junket enterprise, from the
casino service industry licensure requirements of sections
92c and d of the Act, pursuant to the standards contained in
N.J.S.A. 5:12-92(c).

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Exemption not allowed for junket enterprise.

19:51-1.14 Persons required to be qualified

(a) Except as otherwise provided in (b) below and
N.J.A.C. 19:51-1.14B, no casino service industry license
shall be issued or renewed unless the individual qualifica-
tions of each of the following persons shall have first been
established in accordance with all provisions, including those
cited, of the Act and the rules of the Commission. The
Commission shall apply the following provisions to both
corporate and non-corporate applicants or licensees or, if
that is not possible, the Commission will in its discretion
apply comparable standards to non-corporate applicants and
licensees.

1. In the case of casino service industry licenses issued
in accordance with subsections 92a and b of the Act:

i. The applicant or licensee;

ii. If the applicant or licensee is,:or if it is to
become a subsidiary, each holding company and each
intermediary company;

iii. Each natural person who directly or indirectly
holds any beneficial or ownership interest of five per-
cent or more of the applicant or licensee;

iv. Each person who directly or indirectly holds any
beneficial or ownership interest of five percent or more
of a holding company or intermediary company of the
applicant or licensee;

v. Each director of the applicant or licensee or of a
holding or intermediary company thereof;

vi. Each officer of the applicant or licensee or of a
holding or intermediary company thereof;

vii. The management employee supervising the re-
gional or local office which employs the sales represen-
tative who will solicit business or deal directly with a
casino licensee;

viii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation
of business from casino licensees.

51-9 Supp. 3-18-02
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19:51-1.14

OTHER AGENCIES

2. In the case of casino service industry or junket
enterprise licenses issued in accordance with subsections
92c and d or section 102 of the Act:

i. The applicant or licensee;

ii. Each natural person who directly holds any bene-
ficial or ownership interest of five percent or more or
“who indirectly holds any beneficial or ownership inter-
est of 10 percent or more of the applicant or licensee;

iii. Each holding company that directly holds any
beneficial or ownership interest of five percent or more
of the applicant or licensee.

iv. Each inside director of the applicant or licensee;
v. Each officer of the applicant or licensee;

vi. The management employee supervising the. re-
gional or local office which employs the sales represen-
tative or junket representative soliciting business or
dealing directly with a casino licensee;

vii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation
of business from casino licensees and each junket rep-
resentative who will deal directly with casino licensees
or their employees.

(b) Notwithstanding (a) above, any of the following per-
sons may request in writing that the Commission waive their
- obligation to qualify as part of a casino service industry
license issuance or renewal by making the appropriate show-
ing required in (b)1 through 4 below:

1. If the person is required to qualify as an officer, the
person shall be required to demonstrate that he or she is
not significantly involved in and has no authority over the
conduct of business with a casino licensee. Such request
shall include, at a minimum, the following:

i. A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or with any
affiliate thereof;

ii. The terms of his or her compensation; and

iii. A certification by the officer or, if the applicant
or licensee is governed by N.J.S.A. 5:12-92¢ and d, by
counsel for the applicant or licensee, stating that the
officer is not significantly involved in and has no au-
thority over the conduct of business with any casino

licensee or applicant.

2. If the person is required to qualify as an outside

i. A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or with any
affiliate thereof;

ii. The terms of his or her compensation;

lii. Any board committee memberships, including a
description of the functions and responsibilities of any
such committee;

iv.  His or her ownership interest; and

v. A ‘certification by the director stating that the
director is not significantly involved in the management
or ownership of the applicant or licensee.

3. If the person is required to qualify as an owner of
the applicant or licensee or ‘a holding or intermediary
company thereof and requests a waiver as an institutional
investor, the person shall be required to demonstrate
compliance with the standards for institutional investor
status set forth in N.J.S.A. 5:12-27.1 as well as the
standards for waiver set forth in N.J.S.A. 5:12-85f, as
applied to the casino service industry applicant or licen-
see, regardless of whether such applicant or licensee is
publicly traded or privately held. Such request shall in-
clude, at a minimum, the following: '

i The number of shares held and percent of owner-
ship;

ii. A copy of the most recent notice filed with the
Securities and Exchange Commission;

iii. A list of any direct or indirect owners;

iv.  An explanation as to why such investor should
be considered an institutional investor pursuant to
N.J.S.A. 5:12-27.1; and

v. A certification by the investor stating that the
investor has no present involvement in, and no inten-
tion of influencing the business activities of, the appli-
cant or licensee or any holding or intermediary compa-
ny thereof and will give the Commission 30 days notice
if the investor determines to become involved in or
influence such activities in the future.

4. If the person is required to qualify as an owner of
the applicant or licensee or of a holding or intermediary
company of the applicant or licensee, the person shall be
required to demonstrate their inability to control such
applicant, licensee or holding or intermediary company.
For a publicly traded corporation, any person who owns
or beneficially holds five percent or more of the equity
securities of such corporation shall be presumed to have
the ability to control such corporation, unless such pre-
sumption is rebutted by clear and convincing evidence.

(c) Notwithstanding (a) and (b) above, the Commission

director of a holding company of an applicant or licensee may require a casino service industry applicant or licensee
governed by N.J.S.A. 5:12-92a, the person shall be re- to establish the qualifications of any person if the Commis-
quired to demonstrate that he or she is not significantly  sion determines that the qualification of such person would
involved in the management or ownership of the applicant further the policies of the Act. In making such determina-
or licensee. Such request shall include, at a minimum, the tion, the Commission shall consider, without limitation, the

following: following:

Supp. 3-18-02 51-10
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19:51-1.14A

Title, duties and responsibilities;
Terms of compensation;

Ownership interest;

el A

Prior status as a qualifier;

5. Ability to appoint a member of the board of di-
rectors;

6. Commonality of interest with other owners of the
applicant or licensee, or holding or intermediary company
thereof;

7. Business relationship with the applicant or licensee;
8. Criminal conduct or associations; and

9. The recommendations of the Division.

(d) In addition to the persons required to qualify pursu-
ant to (a) above, each applicant for a junket enterprise
license may be required, upon directive from the Commis-
sion, to establish the qualifications of any junket representa-
tive employed by that junket enterprise, regardless of wheth-
er such junket representative deals directly with a casino
licensee.

1. The Division may request the Commission to re-
quire a junket representative employed by a junket enter-
prise licensee or applicant to establish his or her qualifica-
tions at any time.

2. Any junket enterprise required to establish the
qualifications of a junket representative pursuant to this
subsection may be required, subject to the provisions of
N.J.A.C. 19:41-8.6, to pursue a determination as to the
qualifications of the junket representative regardless of
whether the employment relationship with the junket
representative has been terminated.

3. Any person required to establish his or her qualifi-
cations as a junket representative pursuant to this subsec-
tion may be required to pursue a determination as to his
or her qualifications as a junket representative regardless
of whether the employment relationship with the junket

Rewrote section.

‘ Amended by R.2001 d.359, effective October 1, 2001.

See: 33 N.J.R. 2258(a), 33 N.J.R. 3454(b).

In (a)2iv, inserted ‘““inside” preceding “director”’; rewrote (b)2 and
(b)2v.
Amended by R.2002 d.78, effective March 18, 2002.
See: 33 N.J.R. 3723(a), 34 N.J.R. 1273(b).

In (a), substituted “Except as otherwise provided in (b) below and
N.J.A.C. 19:51-1.14B, no” for “No” at the beginning of the introducto-

ry paragraph.

19:51-1.14A Notification of changes in qualifiers of
gaming-related casino service industry
licensees or applicants and holding
companies

(a) Each casino service industry licensee or applicant

required to be licensed in accordance with N.J.S.A. 5:12-92a

and N.J.A.C. 19:51-1.2 shall notify the Commission and the

Division, in writing, within five business days, of the follow-

ing:

1. The appointment, nomination, election, resignation,
termination, incapacitation or death of any natural person
required to qualify pursuant to N.J.A.C. 19:51-1.14(a)1 or
(c);

2. The identity of any person required to be qualified
pursuant to N.J.A.C. 19:51-1.14(a)1liii or iv on the basis of
a newly acquired ownership interest; or

3. The identity of any person whose obligation to
qualify was waived pursuant to N.J.A.C. 19:51-1.14(b)3 or
4 if that person subsequently attains an ownership interest
that is:

i. At least five percent greater than the interest held
at the time the most recent waiver was granted; and

ii. At least 10 percent or more of the applicant,
licensee or holding or intermediary company thereof.

(b) For each new qualifier identified pursuant to (a)l or
2 above, the following forms, as applicable, shall be filed
with the Commission within 30 days of the mailing of the -
required notice; provided, however, that the Commission
may, upon written request from the licensee or applicant

enterprise has been terminated.

R.1979 d.376, effective September 26, 1979.

See: 11 N.J.R. 265(a), 11 N.J.R. 599(b).
Amended by R.1989 d.281, effective June 5, 1989.
See: 21 N.J.R. 705(a), 21 N.J.R. 1525(a).

Technical changes.

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).

Junket enterprise added; open to review at any time.
Amended by R.1993 d.37, effective January 19, 1993.
See: 24 N.J.R. 3695(a), 25 N.J.R. 348(b).

Stylistic changes.

Amended by R.1997 d.1, effective January 6, 1997.
See: 28 N.J.R. 4570(a), 29 N.J.R. 157(a).
Amended section name.

Amended by R.1998 d.475, effective September 21, 1998,

See: 30 N.J.R. 2370(b), 30 NJ.R. 3515(a).

Rewrote (a); and added new (b) and (c).
Amended by R 2001 d.94, effective March 19, 2001.
See: 32 N.J.R.3757(a), 33 NJ.R. 1019(b).

and for good cause shown, grant an additional 30 days
within which to file the required forms:

1. A complete application for qualification as set forth
in N.J.A.C. 19:41-7.1A for each new natural person quali-
fier, except that an outside director of a holding or
intermediary company shall be permitted to file a Person-
al History Disclosure Form—2A (PHD-2A) as set forth
in NJ.AC. 19:41-5.4; or

2. A complete Business Entity Disclosure Form-Gam-
ing (BED-Gaming) as set forth in N.J.A.C. 19:41-5.15 for
each new entity qualifier.

(c) For each person identified pursuant to (a)3 above, a
new petition for a waiver of qualification pursuant to
N.J.A.C. 19:51-1.14(b)3 or 4 shall be filed with the Commis-
sion within 30 days of the mailing of the required notice.

51-11 GMS22.5  Supp. 9-16-02
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KONAMI GAMING, INC.

hereto and incorporated herein by reference. Many large entities have numerous
divisions and officers that would not have any involvement in the gaming business of

the company. A provision similar to New Jersey would permit the Board discretion in

who has to file.

ACI1 331149v1 05/10/05 GMS22.6
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Chapter 407. Public Access to Board Records.

. 407.1. Case Files. Pages 25 — 26. This provision provides that the Board

7

shall place records into confidential and non-confidential files and that the Board will

determine if confidential information can be released to someone requesting same. The
Board should provide notice and the opportunity to be heard to the person who filed the

confidential information before confidential information is released.

ACI1 331149v1 05/10/05
GMS22.7
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ON BEHALF OF
KONAMI GAMING, INC.

Chapter 423. Applications.

423.1. General Requirements.

. (). Page 32. This section requires that an applicant who submits
documents in a language other than English provide an English translation and include
information regarding the translator and a verification from the translator of the truth and
accuracy of the translation. Many manufacturers are either foreign based entities or
transact business in foreign countries. The requirement that all documents not in
English be translated and include certified translations is unnecessary and burdensome
for the applicant. We would recommend that the Board adopt a more flexible standard,
similar to the NJCCC regulations, that allows the Board to request translated copies of
documents they deem necessary and permits summaries of same. Please see N.J.A.C.

19:41-7.14, attached hereto and incorporated herein by reference.

AC1 331149v1 05/10/05 GMS22.8
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19:41-8.2

19:41-7.14 Duty to submit English translation of
documents in foreign language

Any registrant, applicant, qualifier or licensee that sub-
mits a document which is in a language other than English
to the Commission or the Division with an application or in
response to a Commission or Division request for informa-
tion shall, at the request of the Commissioner or- Division,
also submit an English translation of the non-English lan-
guage document, except that the Commiission or Division
may permit the submission of an English summary in lieu of
a complete translation. The translation or summary shall
be printed or typed and shall include the signature, printed
or typed name, address and telephone number of the person
performing the translation or summary.

Amended by R:1978 d.175, effective May 25, 1978.
See: 10 N.J.R. 210(b), 10 N.J.R. 306(a).
Amended by R.1982 d.190, effective June 21, 1982.
See: 14 N.J.R. 380(b), 14 N.J.R. 664(b).
Deleted Personal History Disclosure Form 2 and replaced with new
Form 2A.
Amended by R.1984 d.369, effective August 20, 1984 (operative Janu-
ary 1, 1985). -
See: 16 N.J.R. 1336(a), 16 N.J.R. 2302(c).
Added new Personal History Disclosure Form 4A to replace Form 4.
Amended by R.1985 d.50, effective February 19, 1985 (operative May 1,
1985).
See: 16 N.J.R. 3302(a), 17 N.J.R. 480(b).
Vendor Registration Form amended. .
Repealed by R.1993 d.429, effective September 7, 1993.
See: 25 N.J.R. 2655(a), 25 N.J.R. 4120(a).
Section was “Form of application”.
New Rule, R.2001 d.400, effective November 5, 2001.
See: 33 N.J.R. 2257(b), 33 N.J.R. 3760(a).

Case Notes

Amendment to former application form sought on constitutional
grounds. In re: Martin, 90 N.J. 295 (1982).

Disclosure of sealed juvenile adjudications.
N.J.Super. 19 (Law.Div.1980).

State v. WIJ.A, 173

- 19:41-7.15 Format of papers

All application papers submitted to the Commission or
Division shall be on paper approximately 8/ by 11 inches in
size of customary weight and quality and bound on the left
margin or upper left corner in volumes not to exceed 150
sheets. Where larger sheets are required for exhibits, they
shall be folded substantially to the size indicated.. All such
papers, unless printed, shall be typed in a type size of pica
or larger and double-spaced with margins of at least one
inch. Copies may be reproduced by any method capable of
providing plainly legible copies.

19:41-7.16 Number of copies

(a) Unless otherwise specified by Commission rules, an
applicant for any license or registration required by the Act
shall file an original and one copy of each application and
all papers submitted as a part thereof.

(b) Additional conformed copies of any such papers shall
be supplied upon request of the Chairman or Division.

41-29

As amended, R.1979 d.357, effective September 11, 1979.
See: 11 NJ.R. 418(c), 11 NJ.R. 530(e).
Amended by R.1998 d.112, effective March 2, 1998.
See: 29 N.J.R. 4079(a), 30 N.J.R. 866(a).
Rewrote (a).

SUBCHAPTER 8. APPLICATION

19:41-8.1 Receipt

|
|
All application papers, unless otherwise directed by the
Chair, shall initially be submitted to and received by the
Chair, or such members of the Commission staff as the
Chair may designate, who shall cause to be endorsed there-
on the date of such receipt.

Amended by R.1989 d.495, effective September 18, 1989.
See: 21 N.J.R. 1975(b), 21 N.J.R. 3022(b).
Referenced members designated by Chair.

19:41-8.2 Filing

(a) The Chair, or such members of the Commission staff
as the Chair may designate, shall determine the date of
filing as to each application received and shall cause to be
endorsed thereon the date of such filing. No application
shall be deemed filed until the applicant shall satisfy the
Chair or his or her designee:

1. That all papers presented conform to all require-
ments relating to format, signature, oath or affirmation,
attorney certification and copies;

2. That all appropriate application, registration, busi-
ness enterprise disclosure and personal history disclosure
forms have been properly completed and presented;

3. That all required consents, waivers, fingerprint im-
pressions, photographs and handwriting exemplars have
been properly presented;

4. That all other information, documentation, assur-
ances and other materials required or requested at that
preliminary stage pertaining to qualifications have been
properly presented; and

5. That all required fees have been properly paid and
all required bonds have been properly furnished.

Amended by R.1989 d.495, effective September 18, 1989.
See: 21 N.J.R. 1975(b), 21 N.J.R. 3022(b).
Reference to members designated by Chair added.

Case Notes

Rejection of application challenged on grounds of constitutionality of
Casino Control Act and forms generated therefrom. In re: Martin, 90
N.J. 295 (1982).

GMS22.9
Supp. 11-5-01



COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
KONAMI GAMING, INC.

Chapter 427. Manufacturer Licenses.

427.2. Manufacturer licensing standards and application.

. An exception from the qualification of institutional investors should be
added to this section. Also, we would recommend adding waiver provisions for certain
officers and directors similar to the NJCCC regulatory provisions. Please see N.J.A.C.
19:51-1.14 attached hereto and incorporated herein by reference.

. (a)(3). Page 38. This section requires a plan of the diversity goals in
ownership, participation and operation of Iicensed\ entities including manufacturer/
supplier licensees. A plan of diversity goals in ownership is not possible in some
situations. For example, a publicly traded company cannot place such restrictions and
goals on its ownership and such goals and restrictions would be illegal under securities
law.  Further, the New Jersey Casino Control Act and regulations promulgated
thereunder had requirements for diversity plans and goals. The United States District
Court for the District of New Jersey found that the regulations of the NJCCC governing
diversity goals and plans violated the Equal Protection Clause of the Fourteenth
Amendment to the United States Constitution and permanently enjoined the NJCCC
from enforcing a licensee’s Equal Employment and Business Opportunity Plan.

Rudolph v. Adamar of New Jersey, Inc., et al., 2001 WL 1335031 (D.NJ. 2001). In

addition, manufacturers and suppliers are not subject to similar requirements in most

other jurisdictions.

AC1 331149v1 05/10/05 GMS22.10
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19:51-1.14

2. All correspondence concerning the realty, construc-
tion, maintenance, or business of a proposed or existing
casino hotel or related facility;

3. Copies of all promotional material and advertising;

4. A personnel file on each employee of the licensee,
including sales representatives;

5. Financial records of all transactions concerning the
realty, construction, maintenance, or business of a pro-
posed or existing casino hotel or related facility.

(b) The records listed in (a) above shall be held for at
least five years.

Amended by R.1989 d.281, effective June 5, 1989.
See: 21 N.J.R. 705(a), 21 NJ.R. 1525(a).

Reduction of recordkeeping to transactions directly related to the
casino hotel or related facility. Requirement deleted for maintenance
of personnel file beyond five years and submission of files to Commis-

sion upon closing.

19:51-1.10 Causes for suspension, failure to renew or
revocation of a license

(a) Any of the following shall be cause for suspension,
refusal to renew or revocation of a casino service industry
license, although suspension, refusal to renew or revocation
may be made for sufficient cause other than those listed:

1. Violation of any provision of the Casino Control
Act or these rules and regulations; :

2. Conduct which would disqualify the applicant, or
any other person required to be qualified, if such person
were applying for original licensure;

3. Failure to comply with all applicable Federal, State
and local statutes, ordinances and regulations;

4. A material departure from any representation
made in the application for licensure.

19:51-1.11 Equal employment opportunity

The rules relating to equal employment opportunity and
affirmative action program requirements for casino service
industry enterprlses are set forth in NJ.A.C. 19:53-1.3, 1.5,

1.6 and 1.7.

19:51-1.12 Fees

The general rules relating to the fees for the issuance and
renewal of casino service industry and junket enterprise
licenses are set forth in N.J.A.C. 19:41-9.8. i

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Junket enterprise added.
Amended by R.1997 d.1, effective January 6, 1997.
See: 28 N.J.R. 4570(a), 29 N.J.R. 157(a).
Amended N.J A.C. references and deleted reference to addmonal

rules.

51-9

19:51-1.13 Exemption

(a) The geheral rules relating to exemption of persons or
fields of commerce from licensure as casino service indus-
tries are set forth in N.J.S.A. 5:12-92(c).

(b) The Commission may, upon the written request of
any person, Or upon its own initiative, exempt any person or
field of commerce, other than a junket enterprise, from the
casino service industry licensure requirements of sections
92c and d of the Act, pursuant to the standards contained in
N.J.S.A. 5:12-92(c).

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Exemption not allowed for junket enterprise.

19:51-1.14 Persons required to be qualified

(a) Except as otherwise provided in (b) below and
NJ.AC. 19:51-1.14B, no casino- service industry license
shall be issued or renewed unless the individual qualifica-
tions of each of the following persons shall have first been
established in accordance with all provisions, including those
cited, of the Act and the rules of the Commission. The
Commission shall apply the following provisions to both
corporate and non-corporate applicants or licensees or, if
that is not possible, the Commission will in its discretion
apply comparable standards to non-corporate applicants and
licensees.

1. In the case of casino service industry licenses issued
in accordance with subsections 92a and b of the Act:

i. The applicant or licensee;

i
ii. If the applicant or licensee is, or if it is to
become a subsidiary, each holding company and each

. intermediary company;

iii. Each natural person who directly or indirectly
holds any beneficial or ownership interest of five per-
cent or more of the applicant or licensee;

iv. Each person who directly or indirectly holds any
beneficial or ownership interest of five percent or more
of a holding company or intermediary company of the
applicant or licensee;

v. Each director of the applicant or licensee or of a
holding or intermediary company thereof;

vi. Each officer of the applicant or licensee or of a
holding or intermediary company thereof;

vii. The management employee supervising the re-
gional or local office which employs the sales represen-
tative who will solicit business or deal directly with a
casino licensee;

vili. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation
of business from casino licensees.

GMs22.11
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OTHER AGENCIES

/

2. In the case of casino service industry or junket
enterprise licenses issued in accordance with subsections
92c and d or section 102 of the Act:

i. The applicant or licensee;

ii. Each natural person who directly holds any bene-
ficial or ownership interest of five percent or more or
“who indirectly holds any beneficial or ownership inter-
-est of 10 percent or more of the applicant or licensee;

iii. Each holding company that directly holds any
beneficial or ownership interest of five percent or more
of the applicant or licensee.

iv. Each inside director of the applicant or licensee;
v. Each officer of the applicant or licensee;

vi. The management employee supervising the re-
gional or local office which employs the sales represen-
tative or junket representative soliciting business or
dealing directly with a casino licensee;

vii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation
of business from casino licensees and each junket rep-
resentative who will deal directly with casino licensees
or their employees.

(b) Notwithstanding (a) above, any of the following per-
sons may request in writing that the Commission waive their
.- obligation to qualify as part of a casino service industry
license issuance or renewal by making the appropriate show-
ing required in (b)1 through 4 below:

1. If the person is required to qualify as an officer, the
person shall be required to demonstrate that he or she is
not significantly involved in and has no authority over the
conduct of business with a casino licensee. Such request

- shall include, at a minimum, the following:

i A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or with any
affiliate thereof;

ii. The terms of his or her compensation; and

iii. A certification by the officer or, if the applicant
or licensee is governed by N.J.S.A. 5:12-92¢ and d, by
counsel for the applicant or licensee, stating that the
officer is not significantly involved in and has no au-
thority over the conduct of business with any casino
licensee or applicant. ‘

2. If the person is required to qualify as an outside

i. A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or with any
affiliate thereof;

ii. The terms of his or her compensation;

iii. Any board committee memberships, including a
description of the functions and responsibilities of any
such committee;

iv. His or her ownership interest; and

v.. A certification by the director stating that the
director is not significantly involved in the management
or ownership of the applicant or licensee.

3. If the person is required to qualify as an owner of
the applicant or licensee or ‘a holding or intermediary
company thereof and requests a waiver as an institutional
investor, the person shall be required to demonstrate
compliance with the standards for institutional investor
status' set forth in N.JS.A. 5:12-27.1 as well as the
standards for waiver set forth in N.J.S.A. 5:12-85f, as
applied to the casino service industry applicant or licen-
see, regardless of whether such applicant or licensee is
publicly traded or privately held. Such -request shall in-
clude, at a minimum, the following:

i. The number of shares held and percent of owner-
ship;

ii. A copy of the most recent notice filed with the
Securities and Exchange Commission;

ili. A list of any direct or indirect owners;

iv. An explanation as to why such investor should
be considered an institutional - investor pursuant to
N.J.S.A. 5:12-27.1; and

v. A certification by the investor stating that the
investor has no present involvement in, and no inten-
tion of influencing the business activities of, the appli-
cant or licensee or any holding or intermediary compa-
ny thereof and will give the Commission 30 days notice
if the investor determines to become involved in or
influence such activities in the future.

4. If the person is required to qualify as an owner of
the applicant or licensee or of a holding or intermediary
company of the applicant or licensee, the person shall be
required to demonstrate their inability to control such
applicant, licensee or holding or intermediary company.
For a publicly traded corporation, any person who owns
or beneficially holds five percent or more of the equity
securities of such corporation shall be presumed to have
the ability to control such corporation, unless such pre-
sumption is rebutted by clear and convincing evidence.

(c) Notwithstanding (a) and (b) above, the Commission

director of a holding company of an applicant or licensee may require a casino service industry applicant or licensee
governed by N.J.S.A. 5:12-92a, the person shall be re-  to establish the qualifications of any person if the Commis-
quired to demonstrate that he or she is not significantly  sion determines that the qualification of such person would
involved in the management or ownership of the applicant further the policies of the Act. In making such determina-
or licensee. Such request shall include, at a minimum, the tion, the Commission shall consider, without limitation, the

following:

Supp. 3-18-02 | 51-10

following:
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19:51-1.14A

1. Title, duties and responsibilities;
2. Terms of compensation;

3. Ownership interest;

4. Prior status as a qualifier;

5. Ability to appoint a member of the board of di-
rectors;

6. Commonality of interest with other owners of the
applicant or licensee, or holding or intermediary company
thereof;

7. Business relationship with the applicant or licensee;
8. Criminal conduct or associations; and

9. The recommendations of the Division.

(d) In addition to the persons required to qualify pursu-
ant to (a) above, ea\éh applicant for a junket enterprise
license may be required, upon directive from the Commis-
sion, to establish the qualifications of any junket representa-
tive employed by that junket enterprise, regardless of wheth-
er such junket representative deals directly with a casino
licensee. '

1. The Division may request the Commission to re-
quire a junket representative employed by a junket enter-
prise licensee or applicant to establish his or her qualifica-
tions at any time.

2. Any junket enterprise required to establish the
qualifications of a junket representative pursuant to this
subsection may be required, subject to the-provisions of
N.J.A.C. 19:41-8.6, to pursue a determination as to the
qualifications of the junket representative regardless of
whether the employment relationship with the junket
representative has been terminated.

3. Any person required to establish his or her qualifi-
cations as a junket representative pursuant to this subsec-
tion may be required to pursue a determination as to his
or her qualifications as a junket representative regardless
of whether the employment relationship with the junket
enterprise has been terminated.

R.1979 d.376, effective September 26, 1979.

See: 11 N.JLR. 265(a), 11 N.J.R. 599(b).
Amended by R.1989 d.281, effective June 5, 1989.
See: 21 N.J.R. 705(a), 21 N.J.R. 1525(a).

Technical changes.

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).

Junket enterprise added; open to review at any time.
Amended by R.1993 d.37, effective January 19, 1993.
See: 24 N.J.R. 3695(a), 25 N.J.R. 348(b).

Stylistic changes.

Amended by R.1997 d.1, effective January 6, 1997.
See: 28 NLJ.R. 4570(a), 29 N.J.R. 157(a).

Amended section name.

Amended by R.1998 d.475, effective September 21, 1998.
See: 30 N.J.R. 2370(b), 30 NJ.R. 3515(a).

Rewrote (a); and added new (b) and (c).

Amended by R.2001 d.94, effective March 19, 2001.
See: 32 N.J.R. 3757(a), 33 N.J.R. 1019(b).

51-11

Rewrote section.
Amended by R.2001 d.359, effective October 1, 2001.
See: 33 N.J.R. 2258(a), 33 N.J.R. 3454(b). )
In (a)2iv, inserted “inside” preceding “director”; rewrote (b)2 and
(b)2v. :
Amended by R.2002 d.78, effective March 18, 2002.
See: 33 N.I.R. 3723(a), 34 N.J.R. 1273(b).
In (a), substituted “Except as otherwise provided in (b) below and
N.J.A.C. 19:51-1.14B, no” for “No” at the beginning of the introducto-

ry paragraph.

19:51-1.14A Notification of changes in qualifiers of
gaming-related casino service industry
licensees or applicants and holding
companies
(a) Each casino service industry licensee or applicant
required to be licensed in accordance with N.J.S.A. 5:12-92a
and N.J.A.C. 19:51-1.2 shall notify the Commission and the
Division, in writing, within' five business days, of the follow-
ing:
1. The appointment, nomination, election, resignation,
termination, incapacitation-or death of any natural person
required to qualify pursuant to N.J.A.C. 19:51-1.14(a)1 or

(c);
2. The identity of any person required to be qualified

pursuant to N.J.A.C. 19:51-1.14(a)iii or iv on the basis of
a newly acquired ownership interest; or

3. The identity of any person whose obligation to
qualify was waived pursuant to. N.J.A.C. 19:51-1.14(b)3 or
4 if that person subsequently attains an ownership interest
that is:

i. At least five percent greater than the interest held
at the time the most recent waiver was granted; and

ii. At least 10 percent or more of the applicant,
licensee or holding or intermediary company thereof.

(b) For each new qualifier identified pursuant to (a)l or
2 above, the following forms, as applicable, shall be filed
with the' Commission within 30 days of the mailing of the
required notice; provided, however, that the Commission
may, upon written request from the licensee or applicant
and for good cause shown, grant an additional 30 days
within which to file the required forms:

1. A complete application for qualification as set forth
in N.J.A.C. 19:41-7.1A for each new natural person quali-
fier, except that an outside director of a holding or
intermediary company shall be permitted to file a Person-
al History Disclosure Form—2A (PHD-2A) as set forth
in N.J.AC. 19:41-5.4; or

2. A complete Business Entity Disclosure Form-Gam-
ing (BED-Gaming) as set forth in N.J.A.C. 19:41-5.15 for
each new entity qualifier.

(c) For each person identified pursuant to (a)3 above, a
new petition for a waiver of qualification pursuant to
N.J.A.C. 19:51-1.14(b)3 or 4 shall be filed with the Commis-
sion within 30 days of the mailing of the required notice.

GMS22.13
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KONAMI GAMING, INC.

o (a)(4)(i) and (ii). Pages 38 — 39. Key employee qualifiers must file multi-
jurisdictional personal history disclosure forms and pay a non-refundable deposit of
$5,000 and additional charges based on actual expenses incurred by the Board, in
addition to the manufacturer's license application fee of $50,000. We believe the
$5,000 deposit is excessive and unneceséary. The Board pursuant to the Act must
require a non-refundable deposit, but as the applicant must pay the cost of
investigation, a lower deposit is appropriate.

(iii). Page 40. This section requires the applicant to prove the integrity of
all financial backers, investors, mortgagees, bond holders and holders of indentures,
notes or other indebtedness, either in effect or proposed, which bears any relationship
to the applicant. This provision should reference an exclusion for institutional investors
and banks exempt under the definition of Key Employee Qualifier.

(b)(4)(ii) and (iii). Page 41. This section requires the applicant to provide
tax clearance certificates from Department of Revenue and Unemployment
Compensation Department. This requirement is unnecessary and will delay the filing of
the applications. Many applicants are not required to pay taxes in Pennsylvania or do
not have employees within the Commonwealth. Further, these certificates can take up
to six months to obtain from the departments. The Board during the investigation would
have the ability to obtain this information, if necessary.

. (d). Page 41. This section provides that neither the applicant, nor a
person directly related, may be a party in an ongoing civil proceeding to overturn or

GMS22.14
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otherwise challenge a decision or order of the Board or Commissions pertaining to
approval, denial or conditioning of license to conduct thoroughbred pari-mutual
wagering or operate slot machines.  Basically, this eliminates the right to appeal
contained in section 12 of the Pennsylvania Gaming Act, and therefore, is beyond the

powers authorized by the Act and likely unconstitutional.

Section 427.3. Alternative Manufacturers Licensing Standards.

o (a) (1). Page 42. The Board has to determine that the licensing standard
of another jurisdiction is similar for the alternative licensing process. As the Board
during the best practices analysis reviewed the licensing requirements of a number of
jurisdictions, the Board has likely determined that certain licensing standards are
similar. The regulation should state that licenses issued by Nevada, New Jersey,
Mississippi and licenses or approvals from the Department of Revenue in connection
with services to be provided pursuant to the Act are similar, as well as other licenses as
determined by the Board.

o (a) (5) and (6). Page 42. This section provides that no administrative or
enforcement actions and no investigations of possible material violations be pending in
another jurisdiction. The Board should limit administrative or enforcement actions to

those that are “material”’ as well.
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Chapter 431. Supplier Licenses.

o As the provisions for supplier licenses is similar to those of manufacturers,
we have the same comments as referenced above.

431.3. Supplier requirements and prohibitions.

) (e). Page 50. Upon request of the Board, a supplier must submit the
agreement with a licensed manufacturer or gaming entity and a detailed business plan.
The Board’s review may include review of the business experience of the supplier and
financial independence. This provision is more acceptable than the provision in the
proposed regional supplier regulations. This allows for the manufacturers and suppliers
to determine the agreement that best fits their business situation and still permits the

Board to review same to ensure that the Board has no issue with the agreement.
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Chapter 435. Employees.

435.1. General Provisions.

. (f). Page 53. An individual cannot be employed by a slot machine
manufacturer or supplier in any capacity unless a citizen of the United States or is the
holder of a current valid work authorization and is not restricted from working in the
capacity for which employment is sought or held. For foreign manufacturers, or
companies that have foreign parent or holding companies, the officers, directors and/or
certain employees are often not United States citizens, nor are they individuals who are
legally required to hold a valid work authorization or resident card. These are
individuals who work outside of the United States, but either certain of the company’s
products are supplied to the United States or they have oversight with respect to United
States operations. We suggest that language be added limiting this requirement to
persons employed in the United States or that if the individual is not a United States
citizen, that they provide documentation of compliance with United States laws

regarding immigration, if applicable.

435.2. Key Employee Qualifier License.

. (b). Page 55. This section lists the contents of the application form and
includes items contained in the multi-jurisdictional form. However, § 431.241 states that

the individual must file the multi-jurisdictional form. This section should be clarified to
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indicate if the information in § 435.2 is for a supplemental form or is part of the multi-
jurisdictional form.

. (b) (14). Page 56. Requires a photograph from the Commonwealth Photo
Imaging Network. We are unclear as to why it is necessary for this to be from the
Commonwealth Photo Imaging Network. Many of the individuals who will file on behalf
of manufacturers and suppliers as key employee qualifiers reside outside the
Commonwealth of Pennsylvania, if not out of the country. If the Board would like to

have electronic access to the photographs, that could be provided via a digital

photograph.

435.3. Key Employee License.

o (a). Page 58. Includes manufacturer and supplier employees. This
provision includes an individual employed by a manufacturer or a supplier as a key
employee as defined by the Pennsylvania Act. The definition of a key employee in the
Act is an individual who is employed as a director or departmental head and is
empowered to make discretionary decisions to regulate machine operations. This is
directed to the slot operators and not to the manufacturers and suppliers. Individuals
who have the capacity to make decisions at the manufacturer/supplier level would be
key employee qualifiers. It is unclear as to who else, if any one, this would include from
the manufacturers or suppliers and anyone that should file for qualification in connection

with a manufacturer’s or supplier’s license would be a key employee qualifier.
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o (c). Pages 59 — 60. The Board may require letters of reference from law
enforcement agencies. This requirement exists in other gaming jurisdictions, but is not
followed because most law enforcement agencies will not provide a reference. As this

is difficult or impossible to obtain, this provision should be eliminated.
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Chapter 461. Slot Machine Testing and Certification Requirements.

461.2. Testing and Certification.

o (c)(1). Page 64. The Board may aécept slot machine approvals from
other gaming jurisdictions. We suggest that the regulations indicate that the acceptable
jurisdictions include, but not be limited to, Nevada, New Jersey and Mississippi.

| o (c)(2). Pages 64 — 65. This section provides that the Board may utilize
the services of a slot machine testing and certification facility. The proposal does not
state which testing labs will be acceptable or establish a procedure for making that
determination and implies that only one will be used. We suggest the regulations be
amended to permit the Board to utilize the services of more than one slot machine
testing and certification facility. This permits the Board to insure the quick testing of
machines and prevent a backlog from using only one facility. With the number of slot

machines anticipated, having the ability to utilize more than one testing labs is essential.
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Chapter 471. Filings Fees.

471.3. Schedule of Fees for Manufacturers and Suppliers.

o (a)(1). Page 67. Manufacturers and suppliers initial application fee is
$2,500, plus the $5,000 non-refundable key employee. The license issuance fee is
$50,000 for the manufacturer and $25,000 for the supplier. The annual renewals are
$25,00 and $10,000 respectively, except for the non-refundable deposit for the key

employee qualifiers, these are the fees set forth in the statute. See comments Section

427.2(a)(4)(i) and (ii).
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Chapter 481. Minority and Women Owned Businesses.

481.2. Definitions.

. Participation Plan. Pages 69 — 70. This section defines participation plan

as a plan developed by a licensed entity, including manufacturers and suppliers, that
requires the utilization of a minority or women owned business enterprise for a specific

minimum percentage of the value of the contract. See comments to section 427.2(a)(3).

481.4. Establishment of diversity plan required.

) Pages 70 — 71. This section requires that all licensed entities or

applicants establish a diversity plan. See comments to section 427.2(a)(3).

481.5. Report of Participation.

o Pages 71 — 73. Each licensee must file a report with the Board during its

renewal concerning the performance of its diversity plan. See comments to section

427.2(a)(3).
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Proposed Regional Supplier Amendments

Addition to § 427.2. Page 1. This revision adds a preference for applicants for a

manufacturer’'s license who demonstrate that they will establish a “bona fide place of
business” in Pennsylvania within sixty days after issuance of the license. As the Act
requires manufacturers of slot machines to utilize suppliers who must have offices in
Pennsylvania, it would be inappropriate to add an additional preference for
manufacturers who establish a Pennsylvania office. Pursuant to the requirements of the
Act, the manufacturers are delegating authority for sales and distribution to the suppliers
and would generally not need a Pennsylvania office. Further, it is unclear how the
preference would assist the manufacturers and if it is constitutional.

Addition to § 431.3(e)(1). Pages 1-2. Supplier Licensing Standards. Under (h),

the Board could establish five supplier regions. Under (i), each region would have to
have at least five suppliers, but no more than ten. Under (k), a supplier could only
operate within its region. The requirement of regional suppliers does not benefit the
Commonwealth of Pennsylvania, nor the slot machine operators, manufacturers or
suppliers. By permitting a supplier to sell for a manufacturer throughout the
Commonwealth, it provides the supplier with the ability to grow a significant business in
Pennsylvania and utilize more resources within the Commonwealth. By having multiple
suppliers, there would be smaller entities that would not have the necessary expertise

regarding the equipment, nor, as they would by smaller businesses, the necessity to
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utilize other services within the Commonwealth. Further, the license application fee for
a supplier who will only be able to sell only in a certain region would be cost prohibitive,
and there may not be sufficient suppliers per region.

By limiting the number of licenses per region, there is a restraint of free trade. If
a supplier entérs into an agreement with a manufacturer and meets the licensing
standard, they should not be prohibited from supplying machines to the operators.

Addition § 431.3(m). Page 2. Requires that agreements entered into prior to

Board approval of the manufacturer and supplier not be recognized by the Board. This
provision has no benefit. If the Board has the ability to approve the agreements, it can
review agreements that were entered prior to and in anticipation of the issuance of

licenses. If the Board deems revisions necessary, it can make the appropriate ruling.
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PGCB GMS-23

May 13, 2005

VIA US MAIL

Pennsylvania Gaming Control Board RECEIVED
PO Box 69060 MAY 1 6 2005
Harrisburg, PA 17106-9060

ATTN: Public Comments

RE:  Proposed Draft Rules and Regulations — Pennsylvania Gaming Control Board
Proposed Regional Supplier Amendments

To Whom It May Concern:

In accordance with the requirements of the Public Comment Period, enclosed
are remarks pertaining to the captioned items, for consideration by the PGCB.

Respectfully submitted,

William T. Bartholomay
Director — New Market Development

Enclosures — Eight Copies
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE  |04/28/2005 : ‘ ADDRESS 1 I 800 S. Northpoint Boulevard

SECTION # OR ADDRESS 2 I

SUBJECT l§407. Public Access To Board Records

cITY i Waukegan

FIRST NAME !William

|
|

LASTNAME  [Bartholomay ’ STATE
|

ORGANIZATION - ZIP CODE

NAME {WMS Gaming Inc. 0045

EMAIL ADDRESS lbbanholomay@wmsgaming,com } COUNTY lLake I
TELEPHONE  [(847) 785-3000 |

COMMENTS

This section should specifically prohibit public access to the personal information of Key Employees and/or Key
Employee Qualifiers of any licensee in order to ensure and protect the privacy and security of these individuals. An
example of this prohibition may be found by reviewing the final requirements for PENN's application regarding the
issuance of the gaming license for its Bangor racino.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE 04/28/2005 ADDRESS 1 I 800 S. Northpoint Boulevard

L

oo N #OR (4072 - Public Meetings / Annual Report | ADDRESS 2 |
FIRSTNAME  |William ] CITY | Waukegan
LAST NAME | Bartholomay | STATE

ORGANIZATION

NAME {WMS Gaming Inc. | 60085

l COUNTY ’Lake l

TELEPHONE  |(847) 785-3000 |

MAI
EMAIL ADDRESS lbbanhobmay@wmsgaming.COm

COMMENTS
Publish the minutes of public meetings and annual reports to the Internet concurrently with their publication in the

Pennsylvania Bulletin, for ease of access and broader dissemination of this information to interested parties. This is
standard procedure for domestic gaming jurisdictions. The PGCB should consider posting monthly data to the
Internet, as this is usual and customary in other domestic gaming jurisdictions.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE 04/28/2005 ADDRESS 1 ! 800 S. Northpoint Boulevard

SECTION # OR , ADDRESS 2

susseer Y 54032 - Meetings ] |

FIRST NAME {Wiuiam } cITY { Waukegan
LASTNAME | Bartholomay 1 STATE
ORGANIZATION , ZIP CODE

NAME [WMS Gaming Inc. | 60085

EMAIL ADDRESS lbbartholomay@wmsgaming.com l COUNTY lLake

TELEPHONE @47) 785-3000

COMMENTS
Publish meeting locations and agendas to the Internet concurrently with their publication in the Pennsylvania

Bulletin, so that a broader dissemination of this information is available to interested parties pursuant to relevant
provisions relating to the Sunshine Act.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE 04/28/2005 ADDRESS 1 l 800 S. Northpoint Boulevard

SECTION # OR
SUBJECT

FIRST NAME

LAST NAME

| 421.2(a)(485) - Licensed Entities | ADDRESS 2 |

[William | CITY | Waukegan

[ Bartholomay ] STATE

ORGANIZATION iWMS Gaming Ine. l ZIP CODE |g00g5

NAME

EMAIL ADDRESS ]bbartholomay@,wmsgaming.com {

COMMENTS

COUNTY ]Lake |

TELEPHONE | (847) 785-3000 |

The definitions of Key Employee and Key Employee Qualifier are sufficiently broad in the regulations to ensure that
the pool of required licensees across all categories will initially overwhelm the resources of the PGCB, and
associated agencies, tasked with licensing these individuals. Other gaming jurisdictions have addressed this
problem by issuing temporary licenses (e.g., 6 months) to Key individuals that are licensed, and in good standing,
in another gaming jurisdiction (e.g., New Jersey). This level-loads the Key employee licensure approval process.
Following the initial licensure of Key personnel, other gaming jurisdictions mitigate the crush of annual license
renewals by issuing Key Employee licenses with either staggered expiration dates or multi-year terms.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

lete all of the fields below before printing:

DATE  |04/28/2005 ADDRESS 1 | 800 S. Northpoint Boulevard

SECTION # OR
SUBJECT

FIRST NAME
LAST NAME

ORGANIZATION
NAME

EMAIL ADD-RESS ]bbartholomay@wmsgaming.com

|§ 423.3(a)(1) - License Issuance I ADDRESS 2 l

[Witiam ] CITY | Chicago

‘ Bartholomay } STATE
[WMs Gaming Inc. | ZIP CODE | gp0g5

l COUNTY 1Lake

TELEPHONE  |(347) 785-3000

COMMENTS

Pursuant to the provisions of ACT 71, WMS is artificially prohibited from being a direct employer within the
Commonwealth, due to the mandatory supplier requirement’ engrossed in § 1317 of the ACT. As such, the
requirements in § 423.3(a)(1) are neither applicable nor enforceable upon WMS, or any other manufacturer,
seeking licensure from the PGCB. As direct employers within the Commonwealth, only Siot Machine and Supplier
applicants should be subject to the provisions § 423.3(a)(1). By utilizing an approved Supplier Licensee, selling to
authorized Slot Machine licensees, WMS is, de facto, in compliance with the provisions of § 423.3(a)(1).

WMS OVERVIEW:

WMS Gaming Inc., a subsidiary of WMS Industries Inc. (NYSE:WMS), is a leader in the creation, design and
manufacture of video and reel-spinning slot machines and video lottery terminals. WMS conducts business in over
300 gaming jurisdictions worldwide, and is licensed in 242 jurisdictions.

WMS CORPORATE POLICY:

WMS recruits and hires employees based in accordance with equal employment opportunity and affirmative action
laws and regulations. WMS prohibits unlawful discrimination based on race, color, gender, religion, age, national
origin or ancestry, physical or mental disability, marital status, sexual orientation or any other consideration made
unlawful by federal, state or local laws. WMS complies with all applicable laws providing equal employment
opportunities, and this commitment applies to all persons/entities involved in the operations of WMS. WMS is also
dedicated to complying with all applicable provisions of the Americans With Disabilities Act ("ADA"). It is the
Company's policy not to discriminate against any qualified employee.

WMS selects vendors based upon the careful evaluation of multiple criteria including: operating history and
performance; financial fitness; references; pricing, and other specific metrics, which meet WMS' rigorous quality
and technical manufacturing standards. WMS does not discriminate in the selection of these vendors.

WMS employs Local #134 IBEW union labor in the manufacture and assembly of its video and mechanical reel
products.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE  |04/29/2005 - ADDRESS 1 | 800 S. Northpoint Boulevard

SECTION # OR , — ADDRESS 2

SUBJECT |§ 431.3(d) - Supplier / Prohibitions [ |
FIRSTNAME | William | CiTY |Waukegan
LASTNAME | Bartholomay | STATE
ORGANIZATION . ZIP CODE

NAME |wMs Gaming Inc. | 60085

l COUNTY ]Lake |

TELEPHONE [(847) 785-3000 ' |

EMAIL ADDRESS ibbanholomay@wmsgaming.com

COMMENTS
Any prohibition barring manufacturers and operators from providing financial assistance to suppliers will negatively

impact the number and composition of supplier applicants within the Commonwealth. The Board's specific duties
and powers set forth in § 1202 of the ACT are quite specific. § 1202 of the ACT does not limit supplier access from
any legal capital source, including Slot Machine Licensees and Manufacturers, which have industry specific
experience. WMS believes that the provisions of § 431.2(7) address the intent and scope of ACT 71 regarding the
manufacturer/supplier prohibition, and that § 431.3(d) should be stricken from:

RULES AND REGULATIONS
TITLE 58. RECREATION
PENNSYLVANIA GAMING CONTROL BOARD

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE 04/29/2005 ADDRESS 1 , 800 S. Northpoint Boulevard

SECTION # OR
SUBJECT

FIRST NAME
LAST NAME

ADDRESS 2 |

|§ 461.1 — Protocol Requirements l

!William I CITY { Waukegan

[Bartholomay j STATE

ORGANIZATION ]WMS Gaming Ino. I ZIP CODE |gn0gs

NAME

EMAIL ADDRESS J bbartholomay@wmsgaming.com !

COMMENTS

COUNTY ‘Lake

TELEPHONE  (847) 785-3000

§ 461.1 does not address a substantive protocol requirement engrossed in § 1323(A)(2) of the ACT, which
mandates. ..

“THE EMPLOYMENT OF A WIDELY ACCEPTED GAMING INDUSTRY PROTOCOL TO FACILITATE SLOT
MACHINE MANUFACTURERS’ ABILITY TO COMMUNICATE WITH THE STATEWIDE SYSTEM”

...by the Department of Revenue.

This requirement should be added to § 461.1 of the:

RULES AND REGULATIONS
TITLE 58. RECREATION
PENNSYLVANIA GAMING AND CONTROL BOARD

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE 04/29/2005 ADDRESS 1 | 800 S. Northpoint Boulevard

SECTION # OR ; — ADDRESS 2
SUBJECT |§ 461.2(c)(1 & 2) - Testing and Cerificatior] I ]
FIRST NAME fWilliam I CITY { Waukegan
LASTNAME  [Bartholomay | STATE
ORGANIZATION , ZIP CODE
NAME IWMS Gaming Inc. | 0085
EMAIL ADDRESS Ibbanholomay@wmsgaming.com l COUNTY ]Lake
TELEPHONE  |(847) 785-3000
COMMENTS

Modify § 461.2(c)(1 & 2) by adding “or both” after “either in Line 1 of Part (c), in order the give the Board greater
latitude in game certification. For example, Gaming Labs International (“GLI") utilizes a standard set of certification
criteria across jurisdictions, such as, GLI-11 Gaming Devices in Casinos, GLI-12 Progressive Gaming Devices in
Casinos or GLI-13 On-Line Monitoring and Control Systems (MCS) and Validation Systems in Casinos. This
change will preserve the PGCB's right to test additional criteria, at the Board's discretion.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE 04/29/2005 ADDRESS 1 | 800 S. Northpoint Boulevard

SECTION # OR ADDRESS 2
SUBJECT |s 471.3(b) - Schedule of Fees ] l
FIRSTNAME  [William ] CITY | Waukegan

LAST NAME i Bartholomay i STATE
ORGANIZATION . ZIP CODE
NAME lwms Gaming Inc. | 60085

COUNTY {Lake |

TELEPHONE  |(847) 785-3000 |

EMAIL ADDRESS lbbartholomay@wmsgaming.com I

COMMENTS
§ 471.3(b) does not address the disposition of surplus amounts should the cost of a manufacturer’s or supplier's

Key Employee or Key Employee Qualifier background investigations be less than the $5,000 per person
non-refundable fee. WMS recommends that any § 471.3(b) surplus be credited back to the specific manufacturer or
supplier license applicant, to be applied against the costs of future background investigations.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE  |04/29/2005 ADDRESS 1 l 800 S. Northpoint Boulevard

SECTION # OR , ADDRESS 2
SUBJECT | 481.1 - § 481.5 (inclusive) - MBEWBE | I
FIRSTNAME  [William | CITY | Waukegan

LASTNAME  [Bartholomay ; STATE
ORGANIZATION . ZIP CODE
NAME ’WMS Gaming Inc. l 60085

COUNTY ’Lake

MAI
E L ADDRESS ‘bbartho|omay@wmsgaming.com ]

TELEPHONE  {(847) 785-3000

COMMENTS
As a manufacturer, and non-direct employer within the Commonwealth, the requirements of § 481.1 - § 481.5

(Inclusive) are not applicable or enforceable upon WMS or any other manufacturer domiciled outside of the
Commonwealth. These provisions are applicable to Slot machine Licensees and Supplier Licensees. Refer to

comments regarding § 423.3(a)(1).

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE  |04/29/2005 ADDRESS 1 | 800 S. Northpoint Boulevard

gﬁg}é%’:‘r# OR |§ 497 .4(a) — Effective Date / Board Orders I ADDRESS 2 l
FIRST NAME lWiIIiam } cITY lWaukegan

LASTNAME  |Bartholomay | STATE
ORGANIZATION , ZIP CODE
NAME [wMs Gaming Inc. | 60085

COUNTY {Lake

EMAIL ADDRESS {bbartholomay@wmsgaming,com {

TELEPHONE  |(847) 785-3000

COMMENTS
All Board orders promulgating regulations should be published on the Internet concurrently with their publication in

the Pennsylvania Bulletin.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

DATE 04/29/2005 ADDRESS 1 | 800 S. Northpoint Boulevard

253]&%’2:-# OR IProposed Regional Supplier Amendments i ADDRESS 2 l
FIRSTNAME | William | CITY | Waukegan

LASTNAME  [Bartholomay ; STATE
ORGANIZATION , ZIP CODE
NAME [WMs Garming Inc. | 60085

COUNTY ]Lake

TELEPHONE | (847) 785-3000

DD
EMAIL ADDRESS !bbaf’(holomay@wmsgaming.com f

COMMENTS
See Attached.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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WMS Gaming Inc.

Worldwide Corporate Headquarters
800 S. Northpoint Bivd.
Waukegan, IL 60085

(tel) 847.785.3000

(fax) 847.785.3058

Direct Dial: 847.785.3866
Facsimile: 847.785.3975
E-Mail: bbartholomay@wmsgaming.com

April 29, 2005
VIA US MAIL

Pennsylvania Gaming Control Board
PO Box 69060 '
Harrisburg, PA 17106-9060

Attn: Public Comment

RE: Proposed Regional Supplier Amendments
(§ 427.2 — Addition / § 431.2(a) - Additions / § 431.3(a) - Addition / § 431.3(e) - Replacement & Additions)

WMS Gaming Inc., a subsidiary of WMS Industries Inc. (NYSE:”"WMS?”), is a leader in the
creation, design and manufacture of video and reel-spinning slot machines and video lottery
terminals. WMS conducts business in over 300 gaming jurisdictions worldwide, and is
licensed in 242 jurisdictions.

WMS is an ardent opponent to § 1317 of ACT 71, which mandates the use of suppliers by
Manufacturer Licensees within the Commonwealth, and was a leading proponent of SB 1209,
as amended, which eliminated the mandatory distributorship requirement in ACT 71. SB 1209
passed the Legislature, but was vetoed by Governor Rendell, reportedly for reasons other than
distributorships.

WMS will comply fully with the final regulations promulgated by the Pennsylvania Gaming
Control Board (“PGCB”) pursuant to ACT 71. However, WMS remains adamantly opposed to
the mandatory distributorship requirements in ACT 71, and WMS considers Commissioner
Coy’s Proposed Regional Supplier Amendments, as a mechanism, which will only serve to
exponentially exacerbate the challenges of the jurisdictionally unique and questionable
business model mandated by § 1317 the ACT.

WMS’ position is based upon the following factors:

1. The direct relationship between a manufacturer and operator is the most efficient
process for providing quality gaming equipment to the operator's floor in the timely
manner necessary to optimize performance, increase revenues and maintain strong
levels of competition with other states and jurisdictions. Distributors serve only to
disrupt this relationship, and add additional expense to the supply chain. Both gaming
equipment manufacturers and their customers inherently find most distributorship
relationship objectionable.

2. Distributorships are optional in all active US gaming jurisdictions. WMS is neither
required to nor elects to utilize distributorships for the sale and service of its gaming
devices in any domestic gaming jurisdiction. The NJ distributorship “model” that
formed the basis for the inclusion of § 1317 the ACT does not exist.

3. The establishment of five distinct supplier regions within the Commonwealth
pursuant to Commissioner Coy’s Proposed Regional Supplier Amendments appears
to go well beyond the specific duties and responsibilities of the PGCB, detailed in
§1202 of Act 71.

4. The Proposed Regional Supplier Amendments go well beyond the legislative intent of
the supplier requirement mandated in § 1317 of the ACT, and would substantially
alter the complexity of the gaming framework set forth in ACT 71.

GMS-23.14
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5. The provisions of § 1317 of ACT 71 mandating a manufacturer’s use of suppliers, as A’
a condition of operating within the Commonwealth are, in all probability, a violation
of the Commerce Clause.

6. Suppliers potentially put the integrity of the gaming environment at risk, given
inherent limitations embodied in any due diligence process. Integrity may be further
compromised to the extent the awarding of distributorships is politicized (e.g.,
qualified majority provision).

7. From a practical perspective, it is unlikely that the PGCB will be able to qualify and
license the 25 - 50 distributorships required per the provisions of the Proposed
Regional Supplier Amendments. Based upon specific experience, after months of
evaluating supplier candidates, WMS has found just two suppliers domiciled in PA
that are potentially qualified to fulfill the supplier mandate under the ACT. As the
PGCB is responsible for vetting and licensing suppliers, the Proposed Amendments
serve to create potential exposure to the PGCB, as the Board is tasked with
establishing the distributorship pool, from which all manufacturers must choose.

8. Any modification to § 431.1(d) of the proposed Rules and Regulations, which
accurately reflects the legislative intent of § 1317(A) in the ACT, will further dilute
the pool of qualified supplier applicants.

9. As, suppliers generate increased costs to jurisdictions through additional oversight,
increasing the number of distributorships to the level suggested by the Proposed
Amendments will only serve to unnecessarily aggravate this issue.

10. Suppliers typically fail to meet the promise of substantive job creation. While the
promise of 1,000 jobs has been made, as the windfall accruing from the supplier
requirement, WMS’ internal analysis concluded that potential job creation falls within
the probable range of sixty to one hundred fifty jobs statewide, with a majority of
these jobs not being incremental to the Commonwealth’s employment base, but rather
a repositioning of existing employees.

I1. The Proposed Regional Supplier Amendments will serve to further delay the
implementation of ACT 71.

Respectfully submitted,

%/ml‘

William T. Bartholomay
Director — New Market Development

GMS-23.15
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PGCB GMS-24

Chhanno Y. PBortin

Lancaster County RECEIVED
MAY 16 2005

P.O. Box 69060,
Harrisburg, PA
17106-9060

Attn: Public Comment.
May 14, 2005

Members of the PA Gaming Control Board,

Thank you for the opportunity to offer comments and suggestions re draft regulations
covering manufacturers and suppliers of gaming equipment. (Section 1317)

I submif the following recommendations:

Before being selected as a licensed slots manufacturer, that company should

demonstrate that the slots are not cheating the gambler.

Any manufacturer under consideration should be able to DEMONSTRATE

the way the machine works so that an ordinary person could understand its

workings.

Thé manufacturer should be able to provide a slot machine which would give

w
a receipt at the completion of each transaction just as one would getata

store, theater, gas station, etc. Under current federal law, gamblers are

‘allowed' to deduct their losses from any winnings but they must provide
- documentation of their losses for proof to the IRS. o

Thank you again for this opportunity.

Sincerely,

4
4:( I Pt e

s, ( - i .
’/@‘y@(/,
/ / ¥ .ot L9

Dianne M. Berlin
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AMERICA WORKS BEST

WHENWESAY. PENNSYLVANIA AFL-CIO

WILLIAM M. GEORGE RICHARD W. BLOOMINGDALE

President Secretary- Treasurer

PGCB GMS-25

RECEIVEL

May 11, 2005 MAY 16 200

Pennsylvania Gaming Control Board
P.O. Box 69060
Harrisburg, PA 17106-9060

To the Control Board Members:

Section 431.3 of the proposed amendment to the proposed Rules and Regulations
_posted by the Pennsylvania Gaming Commission would have the Commission establish
a system for suppliers to be licensed in five regions of the Commonwealth, and allows
for licensing at least five but not more that ten suppliers in each region.

This proposed regional system is consistent with the clear legislative intent of Act 71, in
that it would insure the creation of a viable industry in Pennsylvania, and make it much
more likely that this new industry would be based on real Pennsylvania companies
employing Pennsylvanians. The proposed regional system will create good jobs.

Additionally, this set up allows for greater Board oversight in a critical part of the gaming
industry, and affords the opportunity for diversity and economic development that will be

spread across the state. This is a good proposal for Pennsylvania and | suggest you
adopt it.

Sincerely,

William M. George,
President

WMG/djs

GMS-25.1
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PGCB GMS-26
Pennsylvania Gaming Control Board

Office of Communications RECEIVED
P.O. Box 69060
Harrisburg, Pa. 17106-9060 MAY 17 2005

Re: Proposed Gaming Regulations
To Whom It May Concern:

My name is Robert Nix and | am President of KGM Gaming LLC ("KGM"). Please accept this
letter as KGM's comments regarding the proposed amendments to the Gaming Regulations as
discussed at the Board's April Board Meeting.

My partners, Howard Weiss, David Hyman and Farah Jiminez and | have combined our
individual talents in an effort to pursue the opportunity of being a supplier of slot machines. In
seeking this goal, we have created a business model that creates a majority minority owned entity
that will provide sales, service and parts for slot machines produced by Aristocrat Technologies
Incorporated ("Aristocrat"). We are operating under a Letter of Intent that includes language that
any agreement that we might reach is contingent on approval by the Gaming Control Board.

In reviewing the proposed amendments, the possibility of regionalizing the suppliers, in our
opinions will negatively impact on the legislative intent of the Supplier Provision. In our model, we
anticipate hiring one salesman and one technician to oversee our entire operation in the state.
Sales of machines will be handled by a single salesperson who will be trained by Aristocrat. This
training will entail a six week intensive training schedule. This salesperson will then train local
account managers who will be located in a close proximity to each of the regions that will
eventually hold a license to operate slot machines. Each of these individuals will be hired from
that community and become an integral part to our sales and service team. Such an approach
would not be likely were we limited to a single region in which to supply our products. The
revenues would not support anything greater than a sales office and some limited service,
nothing to the level that we anticipate putting in place.

In addition, my partners and | spent a good amount of our time and resources creating our
business model and introducing ourselves to the slot machine manufacturing community and our
ideas on how the supplier should provide both sales and service. We met with in addition to
Aristocrat, International Gaming Technologies, Williams Gaming and G-TECH. Each company
understood that any supplier would be more than just selling machines and was interested in
KGM's ability to service the machines after the completion of a sale. We have created a business
team that will clearly meet the legislative intent of the Gaming Bill and create opportunities for
Pennsylvanians throughout the state.

Thank you for your continued efforts to make this newest of industries to Pennsylvania, one

that benefits local business.
egards, %%

Robert Nix
President

GMS-26.1
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May 11, 2005
PGCB GMS-27

COMMONWEALTH OF PENNSYLVANIA

Pennsylvania Gaming Control Board _ RECEIVED

P.0. Box 69060
Harrisburg, PA 17106-9060 MAY 17 2005

Re: Draft Regulations for Manufacturers and Suppliers

Dear Chairman Decker:

On behalf of International Game Technology (IGT) and its subsidiaries we would like to thank
you for the opportunity to comment in writing on the Pennsylvania Gaming Control Board’s
draft regulations covering manufacturers and suppliers of gaming equipment.

We have reviewed the draft regulations and commend the Board's efforts to remain consistent
with industry wide accepted standards while endeavoring to meet those unique requirements set
out in the legislation for the Commonwealth. Our response to the draft regulations focuses on
obtaining clarification from the Board on several critical items to ensure our understanding and
full compliance once these regulations become final. As requested, our comments are attached
on the form(s) prescribed by the Board.

Thank you, again, for the opportunity to comment. Please feel free to contact me by telephone at
Sincerely,

Susan Carletta
Regulatory Compliance Manager

International Game Technology

GMS -27.1



DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:
pATE  [5/11/05 | ADDRESS 1 | ]

SECTION #OR [vj57 4 , ADDRESS 2 ) ]
|

SUBJECT

FIRSTNAME  Busan ary | |

LAST NAME parletta ] STATE ]

SARSQN'ZAHON hnternational Game Technology J ZIP CODE l
EMAIL ADDRESS | COUNTY Clark ]
TELEPHONE _—‘_w——“J

COMMENTS -~ D _
§ 401.4. Definitions. "Confidential Information."

IGT commends the Pennsylvania Gaming Control Board for including assurances in the
regulations to protect certain personal and business information contained in license application
materials and obtained through background investigation activities. IGT interprets this section to
apply to all applicants; manufacturer, suppliers, and slot machine applicants. It is important
from a business perspective that proprietary information, trade secrets, and customer-related data
remain protected from disclosure to prevent any occurrence of competitive disadvantage
between vendors. Further, IGT commends the Board's position that personal, private
information not routinely disclosed to the public be held in the strictest confidence. If this
interpretation is incorrect, IGT strongly encourages the Board to include manufacturer and
supplier applicants for the reasons stated above and suggests that the definition be revised to
include the following bolded language:

"(i) Background investigation information, including all information provided under section
1310(a) and 1317 (relating to Slot Machine License Application Character Requirements and
Supplier and Manufacturer Licenses Application), submitted in connection with an application
required for the issuance of a license or permit under this part . . . "

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment

GMS-27.2



DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

oate /1105 | ADDRESS 1 _ B c ]

P

SECTON#OR [£401.4. and § 431.1 | ADDRESS 2

FIRSTNAME  Busan | cry |

LASTNAME  Carletta ] STATE

SQSQNIZATION Entemational Game Technology __] 2IP CODE "— ]

EMAIL ADDRESS ~~ " s = ""‘“—'“—*"-] COUNTY [Clark ]
‘ TELEPHONE J

COMMENTS -— s iéi oo

§401.4. Definitions - "Gaming Employee" and § 431.1. Supplier Licenses - "Requirements."

This definition appears to require that all technicians who repair or service machines and
associated equipment be employees of licensed Suppliers. While it may be acceptable to have
local supplier employees handle some routine service of gaming machines, it is not reasonable,
from an operational perspective, to have this workforce conduct initial installations or service
associated equipment such as the types of equipment listed in subsection 431.1 (d) of these draft
regulations. Such a requirement could easily lead to significant unnecessary regulatory workload
for the Board and delays in the implementation of the program.

Ithas been IGT's experience that initial installations and other large installations require
significant manpower frontloading. . IGT believes that most manufacturers have the manpower
and experience to conduct such installations. It would not be feasible for Suppliers to hire and
train a workforce of such significant size for these types of installations. Suppliers would be
faced with laying off technicians after the initial placement or large installation, as it will only
require a small number of individuals to maintain machines and attend to ongoing service calls.
IGT recommends the Board add language to this requirement that allows manufacturers to
conduct installations using their own trained employees. Following is recommended language:

"... (i) The term includes employees of a person holding a supplier's or manufacturer's license
whose duties are directly involved with the repair, or distribution of slot machines and associated
equipment sold or provided to the licensed facility within this Commonwealth as determined by

the Board. . . "

[continued on next page]

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment

GMS-27.3



DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

oate  [/11/05 ] ADDRESS 1 o T

SECTION # OR - ADDRESS 2 .

SUBJECT §401.4. and § 431.1 ] _

FIRSTNAME ~ fusan | cIry | |

LASTNAME  [Carletta ] STATE _j

S}:SQN'ZANON I[ntematlonal Game Technology J ZIP CODE l

EMAILADDRESSF ( l COUNTY Flark |
TELEPHONE T

COMMENTS

[continued]
§ 401.4 Gaming Employee and § 431.1. Supplier Licenses - "Requirements."

In addition due to the large number of individuals involved in an initial installation, IGT
recommends that the Board consider either waiving the need for each individual to obtain
licensure or an occupational permit or adopting some type of abbreviated process for individuals
who will only travel to a location in Pennsylvania for a one-time installation project.

Finally, it is our understanding from section 431.1(d) that manufacturers are permitted to employ
technicians for the purpose of servicing the equipment listed under the "exclusions" paragraph of
that same section. Please clarify if IGT's understanding is correct so that we may ensure that
IGT employees can provide install and on-going maintenance on system-related products.

May we recommend language be added to section 427, Manufacturer Licenses, or section 431,
Supplier Licenses, that allows for manufacturer's employees to perform installations as follows:

"Manufacturers may employ individuals to provide technical installation services at
lincesed slot machine locations. Only employees who are permanently assigned to perform
technician services at licensed slot machine locations are required to obtain licensure under the
occupational permit requirements contained in this chapter.”

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment

GMS-27.4




DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

pare  [5/11/05 | ADDRESS1 ¢ _
SECTION # OR |65 4 ] abpRess2 [ T
FIRSTNAME  Pusan | cIry |

LAST NAME

NAME

Farletta J ST\ATE e :]

ORGANIZATION Fntemationa] Game Technology J ZIP CODE l

EMAIL ADDRES( l COUNTY IClark ]

COMMENTS

[ —

TELEPHONE _ / , J

§ 401.4 Definitions, - "Key Employee" and "Key Employee Qualifier"

It is unclear whether the term "Key Employee" applies to individuals employed by
manufacturers and suppliers as the definition appears to limit the use of the term to individuals
involved in "slot machine operations.” However, the definition of "Key Employee Qualifier” is
applicable to individuals employed by manufacturer and supplier licenses. Please note that, in
addition to requiring a finding of suitability of officers and directors, certain key executives are
also required to be found suitable in various jurisdictions. The term "key executive" or "key
person" as used in other jurisdictions does not include department directors or department heads
as that term is used under the proposed definition of "key employee." Instead, the term is often

defined as follows:
"An officer, director, or a person with a controlling interest in the licensee, a person who

controls the function of principal or chief executive officer, principal or chief operating officer,
principal or chief financial officer, or any other type of equivalent principal or officer."

IGT recommends that the Board adopt similar language.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

oate  [/11/05 ] ADDRESS 1 e ]
ADDRESS h .

SECTIONH O [ | ez ]

FIRSTNAME  Busan | cry

LAST NAME ’Carletta J STATE l
| ST

ORGANIZATION Fntemational Game Technology _] ZIP CODE ]

NAME
EMAIL ADDRESS - ‘ COUNTY |Clark ]

TELEPHONE ' J
COMMENTS — ——

§ 423.1. Applications - General Requirements

Paragraph (e) of this section provides that "If there is any change in the information provided to
the Board, the applicant must promptly file a written amendment in a form prescribed by the
Board." IGT believes that minor changes to application information such as a change of address
should be identified in the application renewal process instead of requiring a prompt written
amendment. IGT recommends that the Board revise this section to read similarly to §
427.1(b)(1) under which licensees have a continuing duty to report only "material” changes in
information.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

§ 431.3. Supplier requirements and prohibitions.

Paragraph (b) of this section states the supplier may "only employee technicians that have been
approved by a licensed manufacturer." It is unclear from the proposed regulations how approval
by a manufacturer is to occur from both a procedural and a scope of responsibility standpoint.
While manufacturers can offer training with regard to their products, it is unclear how a
manufacturer would "approve" the employees of an unrelated third party entity. IGT seeks
clarification on the scope of this requirement in terms of training or certification.

oate - [5/11/05 | ADDRESS 1 , ]

SECTION # OR ADDRESS2

SUBJECT § 4313 | ]

FIRSTNAME  Pusan | cITy

LASTNAME  [arletta | STATE ]

S:SQNIZATION kntemational Game Technology J ZIP CODE ( ]

EMAIL ADDRESS *~"="==="" ) COUNTY [Clark |
TELEPHONE |

- COMMENTS =

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment

GMS-27.7



DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

paTe  [/11/05 ] ADDRESS1 - |

#OR ADDRESS 2 )
subsgcT . §4352 ] ]
FIRSTNAME ~ Pusan | ey o - |

LASTNAME  [Carletta | STATE ]
ORGANIZATION '[ntemationa] Game Technology "__] ZIP CODE == ]

NAME

EMAILADDRESS ———— — ] COUNTY Flark J
TELEPHONE

— ]

COMMENTS - : .
§ 435.2. Key employee qualifier license and § 435.3. Key employee license.

Both of these sections require "a photograph from the Commonwealth Photo Imaging Network."
Please provide detail on this requirement as IGT is not familiar with the Commonwealth Photo
Imaging Network and whether an applicant must be physically present at a location in the
Commonwealth in order to meet this requirement. IGT respectfully requests that the Board not
require key employees such as the CEO, CFO, Presidents, and Vice Presidents (for example) to
travel to the Commonwealth for the sole purpose of obtaining a photograph. As you know, IGT
holds licenses in more than 250 jurisdictions throughout the world and many gaming regulatory
agencies require photographs of key employees. If the Board is seeking to ensure that
individuals identified in a photograph are, in fact, the individuals submitting applications, the
Board may want to consider adding a requirement that photographs must be signed by the
individual. This will allow the Board to verify the photograph signature with the corresponding
application signature.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

pate - [p/11/05 | ADDRESS 1 o ] |

SECTION#OR 4355 T AoDRESS2 | ]

FIRSTNAME  Busan | oy |

LASTNAME  [arletta ] STATE j

SESQNIZAT‘ON Entemational Game Technology J 2IP CODE ]

EMAIL ADDRESS S *‘“M] COUNTY Flark ]
TELEPHONE . T J

COMMENTS : :
§ 435.4. Occupational permit.

This section describes a requirement for individuals ("gaming employees") employed by a slot
machine licensee or a supplier licensee to obtain an occupational permit; however, as interpreted
in the comments above, a "gaming employee" may also be employed by a manufacturer or other
entity for the purpose of servicing systems and associated equipment. IGT would prefer that
individuals who are permanently assigned to the Pennsylvania market and who physically enter
Pennsylvania slot machine license locations be required to obtain an occupational permit.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

patE /1105 | ADDRESS 1 - ]

SECTION#OR Chapter409 | ADDRESS 2, |

SUBJECT

FIRSTNAME  [Busan | Ty - |

LASTNAME  Carletta | STATE ’
ORGANIZATION kntemational Game Technology _] ZIP CODE I l

NAME
EMAIL ADDRESS ~~~" --‘“"—"] COUNTY (Clark |

o TELEPHONE D _J
COMMENTS

Chapter 499. Representation Before the Board

This chapter indicates that corporations appearing before the Pennsylvania Gaming Control Board may be
represented in a proceeding by an attorney admitted to practice before the Supreme Court of Pennsylvania.
This section further provides that attorneys admitted in other jurisdictions may appear before the Board
with permission of the Board. In addition, language in this paragraph indicates that a request for licensure
is considered an adversarial proceeding for which representation by an attorney may occur.

It is unclear whether these sections strictly require legal representation for appearances before the Board or
whether other individuals may appear before the Board, especially in connection with requests for
licensure. It should be noted that most jurisdictions require appearance of an "applicant" and legal
representation is not generally required by regulation but may be utilized if the applicant believes it is
appropriate. For example, in many instances an appropriate compliance representative appears before the
regulatory agency for many matters including requests for licensure.

It should also be noted that vendors from other jurisdictions may not have local Pennsylvania legal
representatives who have been intricately involved in all activities of the entity. As such, IGT seeks
clarification of this provision and, if legal representation is required, IGT respectfully requests that the
Board reconsider its position and allow for applicants to determine who the appropriate individual is to
represent the company before the Board. Following is suggested language for this section:

"A member of a partnership, an officer of a corporation, or an authorized employee of an individual,
partnership, corporation, or other business entity may appear in any matter relating to such individual or
business entity."

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

paTe  [/11/05 ] ADDRESS® © |

SECTION # OR - ] ADDRESS 2

— -

SUBJECT roposed Regional Supplier Amendment

FIRSTNAME  Busan | cry [ - |

LASTNAME  [Carletta J STATE I
ORGANIZATION kntemational Game Technology __J ZIP CODE l

NAME
EMAILADDRESSl -——“————-] COUNTY (Clark I

TELEPHONE --——-~-._._’
COMMENTS .

Proposed Regional Supplier Amendment.

It is IGT's understanding that this Proposed Regional Supplier Amendment would require
manufacturers to use multiple suppliers on a regional basis within the State. In the event that a
supplier seeks to provide product in the State of Pennsylvania, that supplier will need to get five
separate licenses, one for each region within the State.

IGT believes that all of the "Proposed Regional Supplier Amendments" as proposed are
unnecessary and inappropriate. They are unnecessary as the proposed regulations they seek to
amend are currently well written and effectively implement, in a consistent manner, the gaming
statutes as adopted by the Pennsylvania State Legislature. The proposed amendments are
inappropriate as they seek to set business policy, standards and requirements (mostly
unworkable) that clearly go beyond the statutory requirements of the Gaming Act. These
amendments, if adopted, will only serve to create problems for the state's gaming machine
program from both a business and regulatory perspective.

IGT respectfully requests that the Board remove this Amendment from consideration. IGT
believes that this Amendment will have an adverse impact on the gaming market in
Pennsylvania and will create undue burden and ongoing risk from a regulatory standpoint.

It should be noted that the Pennsylvania Race Horse Development and Gaming Act does not
require the use of regional suppliers within the State. As such, it is believed that this provision
extends beyond the scope of the intent of the legislation as originally énacted. Instead, the Act
only requires that the placement of products occur through an unrelated third party supplier and
in no way attempts to regionalize the activity. [continued on next page]

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 63060

Harrisburg, PA 17106-9060

Attn: Public Comment
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DRAFT REGULATIONS COMMENT FORM

Please complete all of the fields below before printing:

oaTe  [5/11/05 | ADDRESS1 . [

gSgIIE%Nr#OR roposed Regional Supplier Amendment _I ADDRESS2 | -
FIRSTNAME  Pusan | cry |

LAST NAME Farletta l STATE l
ORGANIZATION Entemational Game Technology J ZIP CODE . i l

NAME
EMAIL ADDRESS ~ "~ l COUNTY |Clark ]
TELEPHONE ‘ '
COMMENTS
[continued]

This type of provision would more than likely result in a large number of suppliers licensed
throughout the State competing to place products manufactured by a small number of
manufacturers. In addition, there would be increased costs of gaming products as a result of the
necessity to utilize suppliers.

In addition, suppliers would need to obtain separate licenses throughout the State in order to act
as a distributor for one manufacturer. In the event that a supplier chooses not to seek licensure in
one or more regions, manufacturers would be required to conduct business through different
suppliers. This would be problematic as the scope of the manufacturer and supplier relationship
often encompasses proprietary and confidential information, particularly as it relates to the
technical aspects of the products, and distribution of this information would result in the release
of information beyond more than one entity.

Lastly, under the proposed regulations, manufacturers are responsible for training supplier
technicians and ensuring that technicians have a detailed understanding of the products. Please
note that IGT is providing extensive comments on this requirement in response to other
applicable sections of the proposed regulations. However, this requirement becomes even more
burdensome if manufacturers are required to provide training to different suppliers in different
regions of the State. This can be costly and overly burdensome for both the suppliers and the
manufacturers, as well as, result in decreased service levels to the operators.

Comments may be submitted to the Board by U.S. Mail at the following address:

Pennsylvania Gaming Control Board
P.O. Box 69060

Harrisburg, PA 17106-9060

Attn: Public Comment
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FOX « ROTHSCHILD..

ATTORNEYS AT LAW

PGCB_GMS-28
REC

EIVED
MAY 17 2005

DanNieL S. OJSERKIS
OFFICE MANAGING PARTNER

Marie Jiacopello Jones

File No. 23928-00002

May 13, 2005
Pennsylvania Gaming Control Board
P.O. Box 69060
Harrisburg, PA 17106-9060
Attn: Public Comment

Re: Spielo Manufacturing ULC
Comments to Proposed Regulations

Dear Chair and Board Members:

Please be advised that we represent Spielo Manufacturing ULC (“Spielo”), a
manufacturer of slot machines, with offices at

On behalf of Spielo, we submit the following co.mments to the

proposed temporary regulations, Title §8. Recreation, Pennsylvania Gaming Control
Board (the “Board”) and the proposed regional supplier amendments.

Thank you for considering the comments of Spielo to the proposed temporary
regulations and the draft proposal regarding regional suppliers.

Respectfully submitted,
FOX ROTHSCHILD LLP

Marie Jiacopello Jones

MJJ/db

Enc.

CcC: Robert Arena, Assistant General Counsel
Nicholas Casiello, Jr., Esquire

AC1331169v1 05/13/05
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
SPIELO MANUFACTURING ULC

Cha'pter 401. Preliminary Provisions.

§ 401.4. Definitions.

. Institutional Investor. Page 14. The definition of an institutional investor

mirrors the provision of the Pennsylvania Gaming Act. However, the proposal does not
tie this definition into an exemption from any licensure requirement. We would suggest
utilizing a waiver requirement similar to that found in the New Jersey Casino Control
Commission (“NJCCC") regulations. Please see N.J.A.C. 19:51-1.14, attached hereto
and incorporated herein by reference.

o Key Employee Qualifier. Page 16. The definition includes individuals who

hold a management or supervisory position or who control the operations of a
manufacturer or suppylier and includes officers, directors, persons who directly or
indirectly hold any beneficial interest in or ownership of the securities of a licensee, and
lenders (other than banks). This is a key provision regarding which individuals
associated with a manufacturer and supplier must be licensed and we think it is too
broad. We suggest that the Board limit the ownership interest to voting securities, thus
eliminating debt securities and options and warrants (see definition of “Securities” in
Pennsylvania Act). This would eliminate the need for filing for someone who does not
hold a current voting interest in the entity. We also suggest that the Board have the
authority to»determine that someone listed in this definition does not have to be licensed

if the licensee demonstrates that the person does not have the ability to control the

AC1 331169v1 05/13/05 GMS-28.2



CASINO CONTRO’L COMMISSION

| 19:51-1.14

2. All correspondence concerning the realty, construc-
" tion, maintenance, or business of a proposcd or existing
casino hotel or related facility;

3. Copies of all promotional material and advertising;

4. A p'eArSomiel,ﬁlc on each employee of the licensee,
_including sales representatives; :

5. Financial records of all transactions concerning the
realty, construction, maintenance,; or business of a pro-
posed or existing casino hotel or related facility.

(b) The records listed in (a) above shall be held for at
lea.st five years.

Amended by R.1989 d.281, effective June 5, 1989.
See: 21 NJ.R. 705(a); 21 NJ.R. 1525(a). =

Reduction of recordkeeping to transactions directly related to the

casino hotel or related facility. Requirement deleted for mainterfance
of personnel file beyond five years and submission of ﬁles to Commis-

sion upon closing.

19:51-1.10 Causes for suspension, fallure to renew or
revocation of a llcense

(a) Any of the followmg shall be cause for suspension,
refusal to renew or revocation of a casino service industry
license, although suspension, refusal to renew or revocation
may be made for sufficient cause othe_xj than those listed:

1. Violation of any provision of the Casino Control
Act or these rules and regulations; ‘ ‘

2. Conduct which would disqualify the applicant, or
any other person required to be qualified, if such person
were applying for original licensure; :

3. Failure to comply with all apphcable Federal, State
and local statutes, ordinances and regulatlons,

4. A material departure from any representation
made in the application for licensure.

19:51-1.11 Equal employment opportunity

The rules relating to equal eniployment opportunity and
affirmative action program requirements for casino service
industry enterprises are set forth in NJ.AC. 19:53-1.3, 1.5,

1.6 and 1.7.

19:51-1.12 Fees

The general rules relating to the fees for the issuance and
renewal of casino service industry and junket enterprise
hcenses are set forth in N.J.A.C. 19:41-9.8. i

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).

Junket enterprise added. ‘
Amended by R.1997 d.1, effectivé January 6, 1997.

" See: 28 N.J.R. 4570(a), 29 NJ.R. 157(a).

Amended N.J A.C. references and deleted reference to addmonal
rules.
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19:51-1.13 'Exemption

(a). The general rules relating to exemption of pérsons or
fields of commerce from licensure as casino service indus-
tries are set forth in N.J.S.A. 5:12-92(c).

(b) The Commlssmn may, upon the wnttcn request of
any person, or upon its own initiative, exempt any person or
field of commerce, other than a junket enterprise, from the

- casino service industry licensure requirements of sections

92¢ and d of the Act, pursuant to the standards contained in

NJS.A 5:12-92(c).

Amended by R.1992 d.412, effective October 19,. 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Exemption not allowed for junket enterprise.

19:51-1.14 Persons required to be qualified

(a) Except ‘as otherwise prov;ded in (b) below and
N.JA.C. 19:51-1.14B, no casino service industry ‘license
shall be issued or renewed unless the individual qualifica-
tions of each of the following persons shall have first been
established in-accordance with all provisions, including those
cited, of the Act and the rules of the Commission. The
Commission shall apply the following provisions to both
corporate and:non-corporate applicants or licensees or, if
that is not possible, the Commission will in its discretion:
apply comparable standards to non-corporatc applicants and
licensees.

1. In the case of casino service industry licenses_issued
in accordance with subsections 92a and b of the Act:

i. The applicant or licensee;

{
If the applicant or licensee is,:or if it is to
-become a subsidiary, each holding company and each
mtermcdxary company;

iii. Each natural person who directly or indirectly
holds any beneficial or ownership interest of five per-
cent or more of the applicant or licensee;

iv. Each person who directly or indirectly holds any
beneficial or ownership interest of five percent or more
of a holding company or intermediary company of the
applicant or licensee;

v. Each director of the applicant or licensee or of ‘a
holding or intermediary company thereof;

vi. Each officer of the applicant or licensée or of a
holding or intermediary company thereof;

vii. The management employee supervising the re-
gional or local office which employs the sales represen-
tative who will solicit business or deal directly with a
casino licensee;

viii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation
of business from casino licensees.

GMS—-28.3 Supp. 3-18-02
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2. In the case of casino service industry or junket
enterprise licenses issued in accordance with subsectrons
92c and d or sectron 102 of the Act:

i, The applicant or lloensce, v

"ii. "Each natural person who duectiy holds any bene-

ficial or ownership interest of five percent or more or
“who indirectly holds any beneficial or ownership inter-
.est of 10 percent or more of the applicant or licensee;

" iii. "Each holding company that directly holds any
beneficial or ownership interest of five percent or more
of the applicant or hcensee

_iv. Each inside dlrector of the applicant or licensee;
v. Each ofﬁcer of the apphcant or hcensee,

‘vi. The management employee supervising the . re-

~ gional or local office which employs the sales represen-

tative or junket representatrve soliciting business or
' deahng directly wrth a casino hcensee,

vii. Each employee who will ‘act as a sales represen-
tative or otherwise regularly engage in the solicitation'
of business from casino licensees and each junket rep-
resentative who will deal dlrectly with casino hcensees
or thcrr employees. :

(b) Notwrthstandmg (a) above any of the followmg per-
sons may request in writing that the Commission waive their

: .-obhgatron to qualify as part of a casino service industry

license issuance or renewal by making the appropriate show-.
ing reqmred in (b)1 through 4 below:

1. If the person is required to‘qualj.fy as 'an ofﬁcer, the -

- person shall be required to demonstrate that he or she is
 not srgmficantly involved in and has no authority over the
conduct of business with a casino licensée. Such request

- shall include, at a mlmmum, the following:

i A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or with ‘any
affiliate thereof

ii. The terms of hlS or her oompensatlon, and

iii. A certification by the officer or if the applicant
or licensee is governed by N.J.S.A. 5:12-92¢ and d, by
counsel for the applicant or licensee, stating that the
officer is not significantly involved in and has no au-
thority over the conduct of business with any casino
licensee or applicant. :

2. If the person is required to qualify as an outside
director of a holding company of an applicant or licensee
governed by N.J.S.A. 5:12-92a, the person shall be re-
quired to demonstrate that he or she is not significantly
involved in the management or ownership of the applicant
or licensee. Such request shall include, at a minimum, the

followmg

Supp. 3-18-02

i A dcscnptnon of his or her title, duties and re-
sponsibilities with the applicant, licensee or wrth any
affiliate thereof; '

ii. The terms of his or her compensation;
iii. Any board committee memberships, mcludmg a -

description of the functions and rcsponsrbrhtres of any
- such committee;

iv. His or her ownership mterest and .

\ "v.. A certification by the drrector statmg that the
director is not significantly involved in the management
~or owncrslnp of the apphcant or licensee. .

3. .If the person is requlred to qualify as an owner of
the applicant or licensee or ‘a holdmg or intermediary
company thereof and requests a waiver as an institutional

* investor, the person shall be required to demonstrate .

compliance with the standards for institutional investor
status’ set forth in N.JS.A 5:12-27.1 as well as the
standards for waiver set forth in N.J.S.A. 5:12-85f, as
applied to the casino service industry applicant or licen-
see, regardless of whether such applicant or licensee is
publicly traded or privaiely held. Such request shall in-

- clude, at a minimum, the following: :

i The number of shares held and percent of owner-

- ship; ) ' ' .

ii. A copy of the most recent notice filed w1th the
Securities and Exchange Commission; .

+_iii. A list of any direct or indirect owners;

iv. An explanation as to why such investor should
be considered an institutional - investor pursuant to
NJ.S.A. 5:12-27.1; and :

v. A certification by the investor stating that the
'mvestor has no present involvement in, and no inten-
tion of influencing the business activities of, the appli-.

" cant or licensee or any holding or intermediary compa-
ny thereof and will give the Commission 30 days notice
if the investor determines to become: Anvolved in or.
influence such activities in the future.’ ‘

4. 1If the person is required to qualify as an owner of
the applicant or licensee or of a holding or intermediary
~company of the applicant or licensee, the person shall be
. required to demonstrate their inability to control such
applicant, licensee or holding or ‘intermediary company.
For a publicly traded corporation, any person who owns
or beneficially holds five percent or more of the equity
securities of such corporation shall be presumed to have
the ability to control such corporation, unless such pre-
sumption is rebutted by clear and convincing evidence.

(c) Notwithstanding (a) and (b) above, the Commission
may require a casino service industry applicant or licensee
to establish the qualifications of any person if the Commis-
sion determines that the. qualification of such person would
further the policies of the Act. In making such determina-
tion, the Commission shall consider, without limitation, the
following:
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1. Title, duties and responsibilities;
2. Terms of oompensatioh;

3. Ownershio,interest'

4. Prior status asa quallﬁer,

5. Ability to appomt a member of the board of di-
rectors;

6. Commonality of interest with other owners of the
applicant or licensee, or holding or intermediary company
thereof; .

7. Business relationship with the applicant or licensee;

8. Criminal conduct or associations; and

9. The recommendations of the Division.

(d) In addition to the persons required to qualify pursu-
ant to (a) above, each applicant for a_junket enterprise
license may be requlred upon directive from the Commis-
sion, to establish the qualifications of any junket representa-
tive employed by that junket enterprise, regardless of wheth-
er. such junket representatlve deals directly with a casino
licensee.

1. The Division may request the Commission to re-
quire a junket representative employed by a junket enter-

prise licensee or applicant to establlsh his or her qualifica-

tions at any timeé.

2. Any junket enterprise required to establish the -

qualifications of a junket representative pursuant to this
‘subsection may be required, subject to _the- provisions of
N.J.A.C. 19:41-8.6, to pursue a determination as to the
qualifications of the junket representative regardless of
whether the employment relationship with the junket
representative has been terminated.

3. Any person required to establish his or her qualifi-
cations as a junket representative pursuant to this subsec-
tion may be required to pursue a determination as to his

“or her qualifications ‘as a junket representative regardless
of whether the employment relationship with the junket
. enterprise has been terminated.

R.1979 d.376, effective September 26, 1979.

See: 11 N.LR. 265(a), 11 N.J.R. 599(b). :
Amended by R 1989 d.281, effective June 5, 1989.
See: 21 NJ.R. 705(a), 21 N.LR. 1525(a).

Technical changes.

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.JR. 2695(b), 24 N.J.R. 3738(a).

Junket eaterprise added; open to review at any time.
Amended by R.1993 d.37, effective January 19, 1993.
See: 24 N.J.R. 3695(a), 25 ‘N.J.R. 348(b).

Stylistic changes.

Amended by R.1997 d.1, effecuve January 6, 1997
See: 28 N.J.R. 4570(a), 29 NJ.R. 157(a).

Amended section name.

Amended by R.1998 d.475, effective September 21, 1998.
See: 30 N.J.R. 2370(b), 30 NJ.R. 3515(a).

Rewrote (a); and added new (b) and (c).

Amended by R.2001 d.94, effective March 19, 2001.
See: 32 N.J.R. 3757(a), 33 N.J.R. 1019(b).
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Rewrote section.
Amended by R 2001 d.359, effectlve October 1, 2001.
See: 33 N.JR. 2258(a), 33 N.J.R. 3454(b).
® )In (a)2iv, inserted “msnde” preoedmg “director”; rewrote (b)Z and
2v. |
Amended by R. 2002 d. 78 effectlve March 18, 2002.
See: 33 N.JLR. 3723(a), 34 NJ.R. 1273(b)
In (a), substituted “Except as otherwise provided in (b) below and
N.J.A.C. 19:51-1.14B, no” for “Ng” at the beginning of the introducto-

ry paragraph

19:51—1.14A Notification of changes in qualifiers of
gaming-related casino service industry .
licensees or applicants and: holdmg
companies :

(a) Each casino service mdustry licensee or apphcant
required to be licénsed in accordance with N.J.S.A. 5:12-92a
and N.J.A.C. 19:51-1.2 shall notify the Commission and the
Division, in writing, within five business days, of the follow-
ing: : ’

1. The appointment, nomination, election, resignation,
termination, incapacitation or death of any natural person
required to qualify pursuant to N.J.A.C. 19:51-1.14(a)1 or

();
2. The ldentlty of any person requxred to be quahﬁed

pursuant to N.J.A.C. 19:51-1.14(a)liii or iv on the basis of
a newly acquired ownership interest; or

3. The identity of any person whose obligation to

qualify was waived pursuant to N.J.A.C. 19:51-1.14(b)3 or

-4 if that person subsequently attains an ownershxp lnterest
. that is: .

‘At least five percent greater than the interest held .‘
at the time the most recent waiver was granted; and

ii. At least 10 percent or more of the applicant,
licensee or holding or mtermedxary company thereof.

(b) For each new qualifier identified pursuant to (a)l or
2 above, the following forms, as applicable, shall be filed
with the Commission within 30 days of the mailing of the
required notice; provided, however, that the Commission
may, upon written request from the licensee or applicant
and for good cause shown, grant an additional 30 days

~ within which to file the required forms:

1. A complete application for qualification as set forth
in N.JLA.C. 19:41-7.1A for each new natural person quali-
fier, except that an outside director of a holding or
intermediary company shall be permitted to file a Person-
al History Disclosure Form—2A (PHD-2A) as set forth
in N.JAC. 19:41-5.4; or

2. A complete Business Entity Disclosure Form-Gam-
ing (BED-Gaming) as set forth in N.J.A.C. 19:41-5.15 for
each new entity qualifier.

(c) For each person identified pursuant to (a)3 above, a
new petition for-a waiver of qualification pursuant to
N.J.A.C. 19:51-1.14(b)3 or 4 shall be filed with the Commis-
sion within 30 days of the mailing of the required notice.
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
SPIELO MANUFACTURING ULC

licensee, similar to NJCCC regulations. Please see N.J.A.C. 19:51-1.14, attached
hereto and incorporated herein by reference. Many large entities have numerous
divisions and officers that would not have any involvement in the gaming business of

the company. A provision similar to New Jersey would permit the Board discretion in

who has to file.

AC1 331169v1 05/13/05 GMS-28.6
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SPIELO MANUFACTURING ULC

Chapter 407. Public Access to Board Records.

. 407.1. Case Files. Pages 25 — 26. This provision provides that the Board

shall place records into confidential and non-confidential files and that the Board will
determine if confidential information can be released to someone requesting same. The
Board should provide notice and the opportunity to be heard to the person who filed the

confidential information before confidential information is released.

A 1 05/13/05
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ON BEHALF OF
SPIELO MANUFACTURING ULC

Chapter 423. Applications.

423.1. General Requirements.

. (). Page 32. This section requires that an applicant who submits
documents in a language other than English provide an English translation and include
information regarding the translator and a verification from the translator of the truth and
accuracy of the translation. Many manufacturers are either foreign based entities or
transact business in foreign countries. The requirement that all documents not in
English be translated and include certified translations is unnecessary and burdensome
for the applicant. We would recommend that the Board adopt a more flexible standard,
similar to the NJCCC regulations, that allows the Board to request translated copies of
documents they deem necessary and permits summaries of same. Please see N.J.A.C.

19:41-7.14, attached hereto and incorporated herein by reference.

AC1331169v1 05/13/05 GMS—-28.8
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19:41-7.14 Duty to submit English translation of
documents in foreign language

Any registrant, applicant, qualifier or licensee that sub-
mits a document which is in a language other than English
to the Commission or the Division with an application or in
response to a Commission or Division request for informa-
tion shall, at the request of the Commissioner or Division,
also submit an English translation of the non-English lan-
guage document, except that the Commission or Division
may permit the submission of an English summary in lieu of
a complete translation. The translation or summary shall
be printed or typed and shall include the signature, printed
or typed name, address and telephone number of the person
performing the translation or summary.

Amended by R.1978 d.175, effective May 25, 1978.
See: 10 N.J.R. 210(b), 10 N.J.R. 306(a).
Amended by R.1982 d.190, effective June 21, 1982.
See: 14 N.J.R. 380(b), 14 N.J.R. 664(b).
Deleted Personal History Disclosure Form 2 and replaced with new
Form 2A.
Amended by R.1984 d.369, effective August 20, 1984 (operative Janu-
ary 1, 1985).
See: 16 NJ.R. 1336(a), 16 N.J.R. 2302(c).
Added new Personal History Disclosure Form 4A to replace Form 4.
Amended by R.1985 d.50, effective February 19, 1985 (operative May 1,
1985).
See: 16 NJ.R. 3302(a), 17 N.J.R. 480(b).
Vendor Registration Form amended.
Repealed by R.1993 d.429, effective September 7, 1993.
See: 25 N.J.R. 2655(a), 25 N.J.R. 4120(a).
Section was “Form of application”.
New Rule, R.2001 d.400, effective November 5, 2001.
See: 33 N.J.R. 2257(b), 33 N.J.R. 3760(a).

Case Notes

Amendment to former application form sought on constitutional
grounds. In re: Martin, 90 N.J. 295 (1982).

Disclosure of sealed juvenile adjudications.
N.J.Super. 19 (Law.Div.1980).

State v. WJ.A, 173

19:41-7.15 Format of papers

All application papers submitted to the Commission or
Division shall be on paper approximately 8% by 11 inches in
size of customary weight and quality and bound on the left
margin or upper left corner in volumes not to exceed 150
sheets. Where larger sheets are required for exhibits, they
shall be folded substantially to the size indicated. All such
papers, unless printed, shall be typed in a type size of pica
or larger and double-spaced with margins of at least one
inch. Copies may be reproduced by any method capable of
providing plainly legible copies.

19:41-7.16 Number of copies

(a) Unless otherwise specified by Commission rules, an
applicant for any license or registration required by the Act
shall file an original and one copy of each application and
all papers submitted as a part thereof.

(b) Additional conformed copies of any such papers shall
be supplied upon request of the Chairman or Division.

41-29

As amended, R.1979 d.357, effective September 11, 1979.
See: 11 N.J.R. 418(c), 11 NJ.R. 530(e).
Amended by R.1998 d.112, effective March 2, 1998.
See: 29 N.J.R. 4079(a), 30 N.J.R. 866(a).
Rewrote (a). :

SUBCHAPTER 8. APPLICATION

19:41-8.1 Receipt

|
All application papers, unless otherwise directed by the
Chair, shall initially be submitted to and received by the
Chair, or such members of the Commission staff as the
Chair may designate, who shall cause to be endorsed there-
on the date of such receipt.

Amended by R.1989 d.495, effective September 18, 1989.
See: 21 N.J.R. 1975(b), 21 N.J.R. 3022(b).
Referenced members designated by Chair.

19:41-8.2 Filing

(a) The Chair, or such members of the Commission staff
as the Chair may designate, shall determine the date of
filing as to each application received and shall cause to be
endorsed thereon the date of such filing. No application
shall be deemed filed until the applicant shall satisfy the
Chair or his or her designee:

1. That all papers presented conform to all require-
ments relating to format, signature, oath or affirmation,
attorney certification and copies;

2. That all appropriate application, registration, busi-
ness enterprise disclosure and personal history disclosure
forms have been properly completed and presented;

3. That all required consents, waivers, fingerprint im-
pressions, photographs and handwriting exemplars have
been properly presented;

4. That all other information, documentation, assur-
ances and other materials required or requested at that
preliminary stage pertaining to qualifications have been
properly presented; and

5. That all required fees have been properly paid and
all required bonds have been properly furnished.

Amended by R.1989 d.495, effective September 18, 1989.
See: 21 N.J.R. 1975(b), 21 N.J.R. 3022(b).
Reference to members designated by Chair added.

Case Notes

Rejection of application challenged on grounds of constitutionality of
Casino Control Act and forms generated therefrom. In re: Martin, 90
N.J. 295 (1982).

GMS—28 . 9Supp- 11-5-01
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SPIELO MANUFACTURING ULC

Chapter 427. Manufacturer Licenses.

427.2. Manufacturer licensing standards and application.

o An exception from the qualification of institutional investors shAouId be
added to this section. Also, we would recommend adding waiver provisions for certain
officers and directors similar to the NJCCC regulatory provisions. Please see N.J.A.C.
19:51-1.14 attached hereto and incorporated herein by reference.

o (a)(3). Page 38. This section requires a plan of the diversity goals in
ownership, participation and operation of licensed entities including manufacturer/
supplier licensees. A plan of diversity goals in ownership is not possible in some
situations. For example, a publicly traded company cannot place such restrictions and
goals on its ownership and such goals and restrictions would be potentially illegal under
securities law.  Further, the New Jersey Casino Control Act and regulations
promulgated thereunder had requirements for diversity plans and goals. The United
States District Court for the District of New Jersey found that the regulations of the
NJCCC governing diversity goals and plans violated the Equal Protection Clause of the
Fourteenth Amendment to the United States Constitution and permanently enjoined the
NJCCC from enforcing a licensee’'s Equal Employment and Business Opportunity Plan.

Rudolph v. Adamar of New Jersey, Inc., et al., 2001 WL 1335031 (D.NJ. 2001).

. (a)(4)(i) and (ii). Pages 38 — 39. Key employee qualifiers must file multi-
jurisdictional personal history disclosure forms and pay a non-refundable deposit of

$5,000 and additional charges based on actual expenses incurred by the Board, in

AC1331169v1 05/13/05 GMS-28.10
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2. All correspondence concerning the realty, construc-
" tion, -maintenance, or business of a proposed or existing
casino hotel or related facility; :

3. Copies of all promotional material and advertising;

4. A personnel file on each employee of the licensee,
~including sales representatives; :

5. Financial records of all transactions concerning the
realty, construction, maintenance, or business of a pro-
posed or existing casino hotel or related facility.

(b) The records listed in (a) above shall be held for at
least five years.

Amended by R.1989 d.281, effective June 5, 1989
See: 21 NUJ.R. 705(a); 21 N.J.R. 1525(a).

Reduction of recordkeeping to transactions directly related to the
casino hotel or related facility. Requirement deleted for maintenance
of personnel file beyond five years and submission of flles to Commis-

sion upon closing.

19:51-1.10 Ca'uées for suspension, ‘failur:e to reliew or
revocation of a llcense

(a) Any of the followmg shall be cause for suspensnon,
refusal to renew or revocation of a casino service industry
license, although suspension, refusal to renew or revocation
may be made for sufficient cause other than those listed:

1. Violation of any provision of the Casino Control
Act or these rules and regulations; :

2. Conduct which would disqualify the applicant, or
any other person required to be qualified, if such person
were applying for original licensure;

3. Failure to comply with all applicable Federal, State
and local statutes, ordinances and regulations;»

4. A material departure from any representation
made in the application for licensure. -

19:51-1.11 Equal employment opportunity

The rules relating to equal erhployment opportunity and
affirmative action program requirements for casino service
industry enterprises are set forth in N.J.A.C. 19:53-1.3, 1.5,

1.6 and 1.7.

19:51-1.12 Fees

The general rules relating to the fees for the issuance and
renewal of casino service industry and junket enterprise
licenses are set forth in N.J.A.C. 19:41-9.8. i

Amended by R.1992 d.412, effective October 19, 1992
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Junket enterprise addéd.
Amended by R.1997 d.1, effective January 6, 1997.
Sece: 28 N.J.R. 4570(a), 29 N.J.R. 157(a).
Amended N.JA.C. references and deleted reference to additional

rules.
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19:51-1.13 . Exemption

(a) The general rules relating to exemption of persons or
fields of commerce from licensure as casino service indus-
tries are set forth in N.J.S.A. 5:12-92(c).

(b) The Commission may, upon the written request of
any person, or upon its own initiative, exempt any person or
field of commerce, other than a junket enterprise, from the
casino service industry licensure requirements of sections
92¢ and d of the Act, pursuant to the standards contained in
N.J.S A 5:12-92(c).

Amended by R.1992 d.412, effective October 19,.1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).
Exemption not allowed for junket enterprise.

19:51-1.14 Persons required to be qualified

(a) Except as otherwise provxded in (b) bclow and
N.J.AC. 19:51-1.14B, no casino- service industry license
shall be issued or renewed unless the individual qualifica-
tions of each of the following persons shall have first been
established in accordance with all provisions, including those
cited, of the Act and the rules of the Commission. The
Commission shall apply the following provisions to both
corporate and- non-corporate applicants or licensees or, if
that is not possible, the Commission will in its discretion
apply comparable standards to non-corporate applicants and
licensees.

1. In the case of casino service industry licenses issued
in accordance with subsections 92a and b of the Act:»
i. The applicant or licensee; E
' i
ii. If the applicant or licensee is,:or if it is to
‘become a subsidiary, each holding company and each
intermediary company;

id. Each natural person who directly or indirectly
holds any beneficial or ownership interest of five per-
cent or more of the applicant or licensee;

iv. Each person who directly or indirectly holds any
beneficial or ownership interest of five percent or more
of a holding company or intermediary company of the
applicant or licensee;

v. Each director of the applicant or licensee or of a
holding or intermediary company thereof;

vi. Each officer of the applicant or licensée or of a
holding or intermediary company thereof;

vii. The management employee supervising the re-
gional or local office which employs the sales represen-
tative who will solicit business or deal directly with a
casino licensee;

viii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation
of business from casino licensees.

GMS-28.1 Bupp. 3-18-02



19:51-1.14

OTHER AGEN CIES

/

2. In the case of casino service industry or junket
enterprise licenses issued in accordance with SUbSCCthnS
-92c and d or section 102 of the Act:

i. The applicant or licensee;

. ‘Eech natural person who directiy. holds any bene- v

ficial or ownership interest of five percent or more or
“who indirectly holds any beneficial or ownership inter-
‘est of 10 percent or more of the applicant or licensee;

" iii. ~Each holding company that directly holds any
beneficial or ownership interest of five percent or more
of the applicant or licensee.

_iv. Each inside direetor of the applicant or licensee;
v. Each oﬂieer of the applicant or licensee;

vi. The management employee supervising the . re-
~ gional or local office which employs the sales represen-
tative or junket representative soliciting business or

' dealing directly with a casino licensee;

vii. Each employee who will act as a sales represen-
tative or otherwise regularly engage in the solicitation:
of business from casino licensees and each junket rep-
resentative who will deal directly with casino hoensees
or their employees. s

(b) Notwithstanding (a) above, any of the following per-
sons may request in writing that the Commission waive their

--obligation to qualify as part of a casino service industry

license issuance or renewal by making the approprlate show-.
ing required in (b)1 through 4 below:

1. Ifthe person is required to qualify as an officer, the
person shall be required to demonstrate that he or she is
" not significantly involved in and has no authority over the
conduct of business with a casino licensee. Such request

- shall include, at a minimum, the following:

. i A description of his or her title, duties and re-
sponsibilities with the applicant, licensee or with any
affiliate thereof;

ii. The terms of his or her compensation; and

ili. A certification by the officer or, if the applicant
or licensee is governed by N.J.S.A. 5:12-92¢ and d, by
counsel for the applicant or licensee, stating that the
officer is not significantly-involved in and has no au-
thority over the conduct of business with any casino
licensee or applicant. :

2. If the person is required to qualify as an outside
director of a holding company of an applicant or licensee
governed by N.J.S.A. 5:12-92a, the person shall be re-
quired to demonstrate that he or she is not significantly
involved in the management or ownership of the applicant
or licensee. Such request shall include, at a minimum, the

following:

Supp. 3-18-02

i A descnptnon of his or her title, duties and re-
sponsibilities with the applicant, licensee or w1th any
affiliate thereof;

ii. The terms of his or her compensation;

_iii. Any board committee memberships, including a -
description of the functions and responsﬂ)lhtles of any
- such comm1ttec

iv. HlS or her ownershlp mterest and :

. v A certification by the ‘director stating that the
director is not significantly involved in the management
~or ownershlp of the appllcant or licensee.

3. If the person is requnred to qualify as an owner of
the applicant or licensee or ‘a holdmg or intermediary
company thereof and requests a waiver as an institutional

* investor, the person shall be required to demonstrate
compliance with the standards for institutional investor
status' set forth in N.J.S.A. 5:12-27.1 as well as the
standards for waiver set forth in N.J.S.A. 5:12-85f, as
applied to the casino service industry applicant or licen-
see, regardless of whether such applicant or licensee is -
publicly traded or privately held. Such request shall in-
clude, at a minimum, the followmg :

L. The number of shares held and percent of owner-
ship;

ii. A copy of the most recent notice filed with the
Securities and Exchange Commission; :

©ili. A list of any direct or indirect owners§

iv. An explanation as to why such investor should
be considered an institutional - investor pursuant to
N.J.S.A. 5:12-27.1; and

v. A certification by the investor stating that the
‘investor has no present involvement in, and no inten-
tion of influencing the business activities of, the appli-.

~ cant or licensee or any holding or intermediary compa-
ny thereof and will give the Commission 30 days notice
if the investor determines to become" involved in or
influence such activities in the future.

4. If the person is requlred to qualify as an ovmer of
the applicant or licensee or of a holding or intermediary
company of the applicant or licensee, the person shall be

_required to demonstrate their inability to control such
applicant, licensee or holding or intermediary company.
For a publicly traded corporation, any person who owns
or beneficially holds five percent or more of the equity
securities of such' corporation shall be presumed to have
the ability to control such corporation, unless such pre-
sumption is rebutted by clear and convincing evidence.

(¢) Notwithstanding (a) and (b) above, the Commission
may require a casino service industry applicant or licensee
to establish the qualifications of any person if the Commis-

~sion determines that the qualification of such person would

further the policies of the Act. In making such determina-
tion, the Commission shall consider, without limitation, the
following:

GMS-28.12
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1. Title, duties and responsibilities;
2. Terms of compensation;

3. Ownershila.interest;

4. Prior status as a quallﬁer,

5. Ability to appomt a member of the board of di-
rectors;

6. Commonality of interest with other owners of the
applicant or licensee, or holding or intermediary company
thereof,

7. Business relationship with the applicant or licensee;

8. Criminal conduct or associations; and

9. The recommendations of the Division.

- (d) In addition to the persons required to qualify pursu-

ant to (a) above, each applicant for a junket enterprise
license may be rcqunted upon directive from the Commis-
sion, to establish the qualifications of any junket representa-
tive employed by that junket enterprise, regardless of wheth-
er such junket representatlve deals directly with a casino
licensee.

"1. The Division may request the Commission to re-
quire a junket representative employed by a junket enter-
prise licensee or applicant to establlsh his or her qualifica-
tions at any time.

2. Any junket enterprise required to establish the
qualifications of a junket representative pursuant to this
subsection may be required, subject to the- provisions of
NJ.A.C. 19:41-8.6, to pursue a determination as to the
qualifications of the junket representative regardless of
whether the employment relationship with the junket
representative has been terminated.

3. Any person required to establish his or her qualifi-
cations as a junket representative pursuant to this subsec-
tion may be required to pursue a determination as to his

“or her qualifications as a junket representative regardless
of whether the employment relationship with the Junket
_enterprise has been terminated.

R.1979 d.376, effective September 26, 1979.

See: 11 N.J.R. 265(a), 11 N.J.R. 599(b).
Amended by R.1989 d.281, effective June S, 1989.
See: 21 N.J.R. 705(a), 21 N.J.R. 1525(a).

Technical changes.

Amended by R.1992 d.412, effective October 19, 1992.
See: 24 N.J.R. 2695(b), 24 N.J.R. 3738(a).

Junket enterprise added; open to review at any time.
Amended by R.1993 d.37, effective January 19, 1993.
See: 24 NJ.R. 3695(a), 25 N.J.R. 348(b).

Stylistic changes.

Amended by R.1997 d.1, effecuve January 6, 1997.
See: 28 N.J.R. 4570(a), 29 NJ.R. 157(a).

Amended section name.

Amended by R.1998 d.475, effective September 21, 1998.
See: 30 NJ.R. 2370(b), 30 N.J.R. 3515(a).

Rewrote (a); and added new (b) and (c).

Amended by R.2001 d.94, effective March 19, 2001.
See: 32 NLI.R. 3757(a), 33 N.J.R. 1019(b).

51-11

Rewrote section.
Amended by R.2001 d.359, effectlve October 1, 2001.
See: 33 N.LR. 2258(a); 33 N.J.R. 3454(b).
In (a)2iv, inserted “ms;de” preceding “director”; rewrote (b)2 and
(b)2v. . :
Amended by R. 2002 d.78, effective March 18, 2002.
See: 33 N.LR. 3723(a), 34 N.J.R. 1273(b).
In (a), substituted “Except as otherwise provided in (b) below and
NJ.A.C. 19:51-1.14B, no” for “No” at the beginning of the introducto-
paragraph

19:51—1.14A Notification of changes in qualifiers of
gaming-related casino service industry
licensees or applicants and: holdmg
companies

(a) Each casino service industry licensee or apphcant

required to be licensed in accordance with N.J.S.A. 5:12-92a

and N.J.A.C. 19:51-1.2 shall notify the Commission and the

Division, in writing, within five business days, of the follow-

ing: . '

1. The appointment, nomination, election, resignation,

termination, incapacitation or death of any natural person

required to qualify pursuant to N.J.A.C. 19:51-1.14(a)1 or

(OF

. 2 The ldentlty of any person requxred to be quahﬁed
pursuant to N.J.A.C. 19:51-1.14(a)1iii or iv on the basis of
a newly acquired ownership interest; or

3. The identity of any person whose obligation to

qualify was waived pursuant to N.J.A.C. 19:51-1.14(b)3 or

_4 if that person subsequently attains an ownership interest
that is: ,

i. "Atleast five percent greater than the interest held '
~at the time the most recent waiver was granted; and

ii. At least 10 percent or more of the applicant,
licensee or holding or intermediary company thereof.

(b) For each new qualifier identified pursuant to (a)l or
2 above, the following forms, as applicable, shall be filed
with the Commission within 30 days of the mailing of the -
required notice; provided, however, that the Commission
may, upon written request from the licensee or applicant
and for good cause shown, grant an additional 30 days

~ within which to file the required forms:

1. A complete application for qualification as set forth
in N.J.A.C. 19:41-7.1A for each new natural person quali-
fier, except that an outside director of a holding or
intermediary company shall be permitted to file a Person-
al History Disclosure Form—2A (PHD-2A) as set forth
in NJ.AC. 19:41-5.4; or

2. A complete Business Entity Disclosure Form-Gam-
ing (BED-Gaming) as set forth in N.J.A.C. 19:41-5.15 for
each new entity qualifier.

(c) For each person identified pursuant to (a)3 above, a
new petition for a waiver of qualification pursuant to
N.J.A.C. 19:51-1.14(b)3 or 4 shall be filed with the Commis-
sion within 30 days of the mailing of the required notice.
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
SPIELO MANUFACTURING ULC

addition to the manufacturer’'s license application fee of $50,000. We believe the
$5,000 deposit is excessive and unnecessary. The Board pursuant to the Act must
require a non-refundable deposit, but as the applicant must pay the cost of
investigation, a lower deposit is appropriate.

. (iii). Page 40. This section requires the applicant to prove the integrity of
all financial backers, investors, mortgagees, bond holders and holders of indentures,
notes or other indebtedness, either in effect or proposed, which bears any relationship
to the applicant. This provision should reference an exclusion for institutional investors
and banks exempt under the definition of Key Employee Qualifier.

. (b)(4)(ii) and (iii). Page 41. This section requires the applicant to provide
tax clearance certificates from Department of Revenue and Unemployment
Compensation Department. This requirement is unnecessary and will delay the filing of
the applications. Many applicants are not required to pay taxes in Pennsylvania or do
not have employees within the Commonwealth. Further, these certificates can take up
to six months to obtain from the departments. The Board during the investigation would
have the ability to obtain this information, if necessary.

) (c). Page 41. This section prohibits applicants and licensees, affiliates,
officers, directors and key employees from making political contributions to candidates
for nomination or election to a public office within the Commonwealth. While we
recognize that this provision mirrors Section 1513 of the Pennsylvania Act, we request

that the Board clarify whether it is permissible to make political contributions to a

ACI1 331169v1 05/13/05 ’ GMS-28.14



COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
SPIELO MANUFACTURING ULC

national political organization who may in turn make contributions to candidates for
nomination or election to a public office in the Commonwealth or to a political committee
of State party.

o (d). Page 41. This section provides that neither the applicant, nor a
person directly related, may be a party in an ongoing civil proceeding to overturn or
“otherwise challenge a decision or order of the Board or Commissions pertaining to
approval, denial or conditioning of license to conduct thoroughbred pari-mutual
wagering or operate slot machines.  Basically, this eliminates the right to appeal
contained in section 12 of the Pennsylvania Gaming Act, and therefore, is beyond the

powers authorized by the Act and likely unconstitutional.

AC1331169v1 05/13/05 GMS-28.15



COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
SPIELO MANUFACTURING ULC

Section 427.3. Alternative Manufacturers Licensing Standards.

o (a) (1). Page 42. The Board has to determine that the licensing standard
of another jurisdiction is similar for the alternative licensing process. As the Board
during the best practices analysis reviewed the licensing requirements of a number of
jurisdiétions, the Board has likely determined that certain licensing standards are
similar. The regulation should state that licenses issued by Nevada, New Jersey,
Mississippi and licenses or approvals from the Department of Revenue in connection
with services to be provided by the applicant or a controlling affiliate pursuant to the Act
are similar, as well as other licenses as determined by the Board.

. (a) (5) and (6). Page 42. This section provides that no administrative or
enforcement actions and no investigations of possible material violations be pending in

another jurisdiction. The Board should limit administrative or enforcement actions to

those that are “material” as well.

ACI1 331169v1 05/13/05 GMS-28.16
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ON BEHALF OF
SPIELO MANUFACTURING ULC

Chapter 431. Supplier Licenses.

431.3. Supplier requirements and prohibitions.

. (e). Page 50. Upon request of the Board, a supplier must submit the
agreement with a licensed manufacturer or gaming entity and a detailed business plan.
The Board's review may include review of the business experience of the supplier and
financial independence. This provision is more acceptable than the provision in the
proposed regional supplier regulations. This allows for the manufacturers and suppliers
to determine the agreement that best fits their business situation and still permits the

Board to review same to ensure that the Board has no issue with the agreement.

ACI1 331169v1 05/13/05
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COMMENTS OF FOX ROTHSCHILD LLP
ON BEHALF OF
SPIELO MANUFACTURING ULC

Chapter 435. Employees.

435.1. General Provisions.

. (). Page 53. An individual cannot be employed by a slot machine
manufacturer or supplier in any capacity unless a citizen of the United States or is the
holder of a current valid work authorization and is not restricted from working in the
capacity for which employment is sought or held. For foreign manufacturers, or
companies that have foreign parent or holding companies, the officers, directors and/or
certain employees are often not United States citizens, nor are they individuals who are
legally required to hold a valid work authorization or resident card. These are
individuals who work outside of the United States, but either certain of the company’s
products are supplied to the United States or they have oversight with respect to United
States operations. We suggest that language be added limiting this requirement to
persons employed in the United States or that if the individual is not a United States

citizen, that they provide documentation of compliance with United States laws

regarding immigration, if applicable.

435.2. Key Employee Qualifier License.

o (b). Page 55. This section lists the contents of the application form and
includes items contained in the multi-jurisdictional form. However, § 431.241 states that

the individual must file the multi-jurisdictional form. This section should be clarified to

AC1 331169v1 05/13/05
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SPIELO MANUFACTURING ULC

indicate if the information in § 435.2 is for a supplemental form or is part of the multi-
jurisdictional form.

. (b) (14). Page 56. Requires a photograph from the Commonwealth Photo
Imaging Network. We are unclear as to why it is necessary for this to be from the
Commonwealth Photo Imaging Network. Many of the individuals who will file on behalf
of manufacturers and suppliers as key employee qualifiers reside outside the
Commonwealth of Pennsylvania, if not out of the country. If the Board would like to

have electronic access to the photographs, that could be provided via a digital

photograph.

435.3. Key Employee License.

. (a). Page 58. Includes manufacturer and supplier employees. This
provision includes an individual employed by a manufacturer or a supplier as a key
employee as defined by the Pennsylvania Act. The definition of a key employee in the
Act is an individual who is employed as a director or departmental head and is
empowered to make discretionary decisions to regulate machine operations. This is
directed to the slot operators and not to the manufacturers and suppliers. Individuals
who have the capacity to make decisions at the manufacturer/supplier level would be
key employee qualifiers. It is unclear as to who else, if any one, this would include from
the manufacturers or suppliers and anyone that should file for qualification in connection

with a manufacturer’s or supplier’s license would be a key employee qualifier.

AC1331169v1 05/13/05
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. (c). Pages 59 — 60. The Board may require letters of reference from law
enforcement agencies. This requirement exists in other gaming jurisdictions, but is not
followed because most law enforcement agencies will not provide a reference. As this

requirement is difficult or impossible to satisfy, this provision should be eliminated.

ACI1331169v1 05/13/05
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ON BEHALF OF
SPIELO MANUFACTURING ULC

Chapter 461. Slot Machine Testing and Certification Requirements.

461.2. Testing and Certification.

. (c)(1). Page 64. The Board may accept slot machine approvals from
other gaming jurisdictions. We suggest that the regulations indicate that the acceptable
jurisdictions include, but not be limited to, Nevada, New Jersey and Mississippi.

o (c)(2). Pages 64 — 65. This section provides that the Board may utilize
the services of a slot machine testing and certification facility. The proposal does not
state which testing labs will be acceptable or establish a procedure for making that
determination and implies that only one will be used. We suggest the regulations be
amended to permit the Board to utilize the services of more than one slot machine
testing and certification facility. This permits the Board to insure the quick testing of
machines and prevent a backlog from using only one facility. With the number of slot

machines anticipated, having the ability to utilize more than one testing labs is essential.
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Chapter 471. Filings Fees.

471.3. Schedule of Fees for Manufacturers and Suppliers.

o (@)(1). Page 67. Manufacturers and suppliers initial application fee is
$2,500, plus the $5,000 non-refundable key employee application fee. The license
issuance fee is $50,000 for the manufacturer and $25,000 for the supplier. The annual
renewals are $25,00 and $10,000 respectively, except for the non-refundable deposit

for the key employee qualifiers, these are the fees set forth in the statute. See

comments to Section 427.2(a)(4)(i) and (ii).
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Chapter 481. Minority and Women Owned Businesses.

481.2. Definitions.

. Participation Plan. Pages 69 — 70. This section defines participation plan

as a plan developed by a licensed entity, including manufacturers and suppliers, that
requires the utilization of a minority or women owned business enterprise for a specific
minimum percentage of the value of the contract. See comments to Section
427.2(a)(3).

481.4. Establishment of diversity plan required.

o Pages 70 — 71. This section requires that all licensed entities or
applicants establish a diversity plan. See comments to Section 427.2(a)(3).

481.5. Report of Participation.

. Pages 71 — 73. Each licensee must file a report with the Board during its

renewal concerning the performance of its diversity plan. See comments to Section

427.2(a)(3).
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May 13, 2005
COMMONWEALTH OF PENNSYLVANIA
Pennsylvania Gaming Control Board PGCB_ GMS-29
PO Box 69060 RECEIVED
Harrisburg, PA 17106-9060

: MAY 17 2005

Attn: Public Comment
Contact: Mr. Nick Hays

Re:  Comments to Pennsylvania Gaming Control Board (“Board”)
Proposed Manufacturer & Supplier Regulations

Required Information Per Website:

1. Name: Joe Bailo, CEO Atronic America, LLC
2. Organization Represented: ~ Atronic Americas, LLC,
Gaming Manufacturer/Distributor
Mailing Address:
Telephone Number: -

E-mail Address-
County, State: Maricopa County, Arizona
Section Number/Topic Discussed: Referenced Below

NN eW

Dear Mr. Hays:

At the outset, it is important to briefly describe our company, Atronic Americas,
LLC (“Atronic”) so that you can better understand the context of our comments. Atronic
is licensed as a manufacturer and supplier of gaming devices in 83 countries and holds
196 gaming licenses worldwide. In the United States, Atronic conducts business in 20
states and holds licenses with 138 Native American tribes. Atronic operates as both a
manufacturer and supplier in order to maximize the quality and efficiency of operations,
ensure optimal satisfaction of customers, and to assume all related regulatory
accountability for products and operations. G Tech, a large manufacturer based in Rhode
Island, is presently in negotiations with Atronic to purchase a controlling share of
Atronic.

Our analysis of the newly proposed regional supplier amendments is as follows:

1. Section 431.2(a)(11) requires an applicant to submit ““a notarized
statement, attesting that the applicant is qualified to be issued a comparable license in any
jurisdiction in the United Sates that licenses gaming and gaming related activities.”
While Atronic is confident that it is so qualified, there are many jurisdictions in the
United States where many manufacturers or suppliers may not have applied for licensure.
Until a license is granted in every jurisdiction, it would be conjecture for such

GMS-29.1
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jurisdiction. Additionally, other jurisdictions may impose qualifications which the Board
does not deem necessary or appropriate in Pennsylvania. Accordingly, we recommend
changing the mandatory disqualification to a permissive qualification. This change
would simply give the Board more discretion.

We recommend the Board adopt the following language in lieu of Section
431.2(a)(11)(additions are underlined; deletions are [bracketed])::

(11)  anotarized statement, attesting that the applicant [is] knows of no reason
why it would not be qualified to be issued a comparable license in any jurisdiction
in the United States that licenses gaming and gaming related activities. The
statement shall be subject to review, investigation and verification by the Board.
Inability to meet the qualifications for issuance of a comparable license in any
jurisdiction in the United States may [shall] disqualify the applicant from
receiving a supplier license.

2. Proposed Regulations 431.3(e), (f) and (g)

Regulations 431.3(e), (f) and (g), read in conjunction, essentially provide that
manufacturers may only use an independent “supplier” for the sale or other provision of
gaming devices in Pennsylvania. In other words, a manufacturer cannot co-exist as a
supplier and cannot contract directly with a slot machine facility. While we understand
that Pennsylvania law adopted this requirement in Section 1317 of the Act, Atronic urges
the Board to re-evaluate these concepts in the regulations with the sincere hope that this
requirement will be amended or entirely repealed by the Pennsylvania legislature in the
near future. In the meantime, Atronic recommends that regulations relating to the
distinction between manufacturers and suppliers remain general and minimal in nature so
that they can be easily amended or repealed without affecting other aspects of the adopted

regulations.

Atronic believes that the proposed regulations further distinguishing
manufacturers and suppliers would further undermine quality, efficiency and regulatory
accountability of the gaming industry in Pennsylvania. The following analysis serves as
a backdrop for the argument that the creation of five separate regions for independent
suppliers will only make matters worse, not better, for manufacturers, slot machine
facilities and the Board:

a. Stand Alone Jurisdiction. To Atronic’s knowledge, no other
Jurisdiction requires the use of “independent suppliers™ to sell or otherwise provide
gaming devices to slot machine facilities. To follow this approach in a single jurisdiction
destroys significant economies of scale and business models already established in all
other jurisdictions. Furthermore, as issues arise regarding this legislation, the Board will
not be able to turn to an established body of law to assist in resolving the issues.
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b. Price Increase. The cost of the gaming device, spare parts and
service in the state will increase. Outside of Pennsylvania, the price of a gaming device
covers such items as product development, manufacturing, sales administration, shipping
and product servicing. By requiring an independent supplier, increases will result
because: (i) fixed costs such as rent, equipment expenses, core salaries, etc... must be
born by at least two entities instead of one; (ii) variable costs such as client development,
product training, contract preparation and negotiation, product shipping, etc... must be
born by at least two entities instead of one; (iii) sales price for gaming devices must
account for uncertainties in supplier performance involving compliance with due
diligence inquiries, contract terms, proper shipping/placement of products, quality of
Service, etc...

c. Potential Of Lower Quality Service And Support. An independent
supplier will not have equal ability or incentive to provide quality service and support.
Atronic presently has every reason to provide the highest quality service and support.
Most importantly, Atronic and its employees know its product. If there is an issue
regarding the product, Atronic has the all the necessary information at its fingertips to
immediately resolve said issue to the satisfaction of the client. If Atronic fails to provide
the highest quality service and support, it runs the risk of losing substantial sales. If
Atronic succeeds in providing the highest quality service and support, it stands not only
to maintain its market share but increase the same. On the other hand, by requiring an
independent supplier, the independent supplier may not respond to issues in a timely
fashion. Quality of service and support from an independent supplier is especially
questionable where the number of independent suppliers may be limited to 5 per region,
thereby creating less than competitive market forces. Even if the independent supplier
does respond in a timely fashion, the independent supplier might fail to determine the
reason behind the issue or try to resolve the issue in an incorrect or inefficient manner.
Furthermore, while the independent supplier may have some incentive to keep the
gaming devices on the floor, it does not share to the same extent the drive to encourage
the slot machine facility to buy more product by a particular manufacturer. Perhaps most
importantly, if an independent supplier does not do well financially and “closes shop”, it
will require the manufacturer to find a new independent supplier and repeat the process.
These issues are particularly troubling in light of proposed Section 431.3(m)(ii), which
only allows a supplier contract to remain in place for a single year. This will cause
significant issues in establishing relationships because the parties will be constantly
renegotiating such agreements. Because Atronic will not compromise the quality of
service or support for its products, the independent supplier requirement will place a very
heavy burden on Atronic to ensure that its suppliers are performing.

d. Undermines Regulatory Accountability, Increases Regulatory Risk
and Increases Regulatory Workload; Delays For Licensees. Manufacturers and Suppliers
will have reduced regulatory accountability. In jurisdictions where Atronic is responsible
for the manufacturing and supplying of its gaming devices, only a single entity is
responsible if regulatory problems arise relating to the gaming devices — Atronic.
However, in Pennsylvania where Atronic is required to contract with an independent
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supplier, regulatory accountability becomes a far more complex issue. Additionally, by
requiring a manufacture to contract with a supplier which is less familiar with its product,
the manufacturer assumes additional regulatory risk. Due to the close relationship
between a manufacturer and its independent supplier, the Board may seek to impute
regulatory violations of the independent supplier upon the manufacturer. And, if an
independent supplier loses its license or is found unsuitable, the manufacturer must sever
its ties with the supplier and initiate the supplier relationship process all over again.
Furthermore, by requiring independent suppliers, the time, expense and effort required by
the Board will increase significantly. The delay in license approvals will also cost
manufacturers and slot machine facilities time and money.

3. Proposed Regulations 431.3(h) through (1)

Regulations 431.3(h) through (1), read in conjunction, essentially provide that
manufacturers and slot machine facilities must do business with certain licensed suppliers
in each region. Between 5 and 10 independent suppliers must be licensed in each of the 5
regions. In essence, this means that manufacturers may have to do business with as many
as 50 different independent suppliers throughout the state. If Pennsylvania adopts the
proposed legislation, the already substantial increases in cost, potential decreases in
quality of service and undermining of regulatory accountability caused by the
“independent supplier” regulations detailed above will be magnified up to 50 times. We
urge you not to adopt this legislation. It is also important to understand that while a
manufacturer may have the ability to contract with independent suppliers of its choosing
in an effort to limit increased costs and decreases in quality of service, the reality of the
situation is that the slot machine facilities will likely require the manufacturer to use
suppliers of the slot machine facilities’ choosing (after all, the slot machine facility will
be manufacturer’s ultimate client). So the manufacturer will have less ability to choose

independent suppliers than might appear.
4. Proposed Regulations 431.3(m) and (n)

Proposed Regulation 431.3(m) provides that “[a]ll agreements between a licensed
manufacturer and a licensed supplier shall be subject to review and approval of the
Board.” While Atronic is not opposed to the Board conducting post-execution audits of
agreements between manufacturers and suppliers, it would be extremely time consuming
and expensive to obtain Board approval for each such agreement. If there are specific
areas of concern regarding the agreements, Atronic recommends that the regulation
include specific requirements and/or prohibitions rather than require a lengthy and
expensive formal approval process. In the event the Board is intent on approving each of
these agreements, Atronic suggests that the regulation allow for administrative approval
which would not require formal Board action. Under an administrative approval process,
a staff member would be charged with reviewing and approving the agreements in short
order. The same issue exists with respect to Regulation 431.3(n).
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Proposed Regulation 431.3(m) provides that “[t]he Board will not recognize nor
approve any agreement between a manufacturer and a supplier entered into prior to Board
approval of the manufacturer and supplier for licensure under the act and this subpart.”
While Atronic is not adverse to Board approving licenses before an agreement between
prospective licensees are “binding and effective”, it is impractical to require the licensing
entities to become licensed prior to negotiating and executing any agreement. Rather, the
Board should allow prospective licensees to negotiate and execute any agreement prior to
licensure, so long as the agreement contains a “condition precedent” delaying the binding
and effective nature of the agreement until the parties obtaining proper gaming licenses
and approvals. Practically speaking, the full execution of a strong conditional contract is
very desirable before a business can justify an expensive licensing process. By executing
a conditional agreement before proceeding with licensure, it is more probable that the
time, effort and expense of the licensing process will prove financially beneficial. In
other words, it allows the parties to establish a contractual expectation prior to incurring
the substantial expense associated with licensure.

Additionally, 431.3(m)(ii) prohibits an agreement between a manufacturer and
supplier from exceeding 1 year in duration. As stated in Section 2(c) of this comment
letter, we believe that the 1 year period is far too restrictive. We believe that so long as
both the manufacturer and supplier continue to carry all necessary licenses, the agreement
should not have a limited duration. If the Board believes that a limited duration is
necessary, Atronic requests that the limitation be increased to 5 years, which would allow
a solid relationship to be established.

We would recommend that the Board adopt the following language in Regulation
431.3(m) (additions are underlined; deletions are [bracketed]):

All agreements between a licensed manufacturer and a licensed supplier shall be
provided to [subject to review and approval of] the Board for audit purposes
within 30 days after: (A) full execution; or (B) the date the last license or approval
is obtained to enter into the agreement, whichever occurs later. [The Board will
not recognize nor approve] Any agreement between a manufacturer and a
supplier entered into prior to Board approval of the manufacturer and supplier for
licensure under the act and this subpart shall be void, unless the agreement
contains a condition precedent providing that no part of the agreement is binding
or effective until the relevant persons and entities have received all necessary
licenses and approvals. Review of any agreement between a licensed ’
manufacturer and a licensed supplier shall include, but not be limited to, all
financing arrangements, inventory requirements, warehouse space requirements
and technical training requirements. Such agreements:
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(i) may or may not prohibit the licensed supplier from selling or leasing
slot machines or slot machine replacement parts of other licensed manufacturers;
provided, however, that a licensed supplier may not be the exclusive supplier for
more than one licensed manufacturer.

(i1) shall not extend beyond the term of the supplier license in effect on
the date the agreement is entered into [or one year, whichever is longer].

(iii) _ INSERT OTHER REASONABLE REQUIREMENTS OR
PROHIBITIONS TO AVOID REQUIRING PRIOR APPROVAL OF EACH
AGREEMENT.

S. Additional Issues
Additional issues stemming from the proposed legislation are as follows:

a. Stand Alone Jurisdiction. Again, there is no other jurisdiction
which requires that supplier licenses be issued within multiple regions.

b. Constitutional Issues. There may be constitutional issues
implicated by limiting the number licenses within a region. Constitutional issues could
include the Dormant Commerce Clause, Privileges and Immunities Clause and Equal
Protection Clause. Because we are not aware of the reasons behind the license
limitations, we cannot further discuss such constitutional issues.

Atronic requests the Board to hold one or more public hearing on the proposed
regulations and to invite live public testimony. Discussion of the issues set forth in this
letter may further identify potential problems with the proposed legislation and improve
the gaming industry in Pennsylvania. Atronic would be happy to meet with any
representative of the Board at its convenience or respond to any questions any Board
representative may have with respect to this letter or the proposed regulations generally.

Thank you for this opportunity to comment on the proposed regulations.

Sincerely,

S Z

Joe Bailo
Chief Executive Officer
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Chairman -
Pennsylvania Gaming Control Board RECEIVED
PO Box 69060 :

MAY T 6 7205

Harrisburg, PA 17106-9060

Dear Chairman Decker

BMM is an independent testing agency for slot machines, casino management systems, and other gaming
devices. BMM has been established since 1981, has offices globally, and is currently recognized in some
117 state and tribal jurisdictions throughout North America.

After having reviewed the document RULES AND REGULATIONS TITLE 58. RECREATION
PENNSYLVANIA GAMING CONTROL BOARD, we propose a change to the wording to allow the use of
multiple independent test agencies. Most gaming manufacturers and operators will agree that having a
choice of testing agencies reduces delays, improves overall quality, and lowers the cost of compliance.
There is ample precedent in the U.S. and around the world for recognizing multiple test labs.

The change we propose is under § 461.2. Testing and certification generally.

(c) The Board has the authority to require either of the following procedures
with respect to testing and certifying a slot machine:

(1) Accept other gaming jurisdiction certification under section 1320 of
the act (relating to Slot Machine Testing and Certification Standards).

(2) Utilize the services of approved slot machine testing and
certification facilities, which are recognized by major gaming

jurisdictions within the United States, to conduct the testing until a
slot machine testing and certification facility is created by the Board.

(Text in bold indicates proposed changes.)

Chairman Decker, we appreciate all due consideration in this matter, and we welcome the opportunity to
come before the Board at your convenience. If I can be of any assistance, please don't hesitate to call.

Sincerely

7
4

Paul Miller
Director — Sales & Marketing

BMM North America, Inc GMS-30.1





